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Japan warns 
US over 


Baker peace 
conference 
plan rejected construction 
by Shamir restrictions 


Yitzhak Shamir, Israeli prime 
minister, has rejected a US 
proposal for an open-ended 
Middle East peace conference, 
a move likely to cause tension 
between the two countries. 
Page 18 

EC coal aid blocked 

The European Commission 
is withholding £I 00 m ($169m) 
in grants for British coal min- 
ing communities until the UK 

government explains how it 
is using EC aid. Page 18 

Ethiopia peace move 

Senior US envoys met the 
embattled President Mengistu 
Haile Mariam of Ethiopia at 
the weekend In an initiative 
* Aimed at preventing the coun- 
try's civil war engulfing the 
capital Addis Ababa. Page 8 

Minister sacked 

President Roh Tae Woo of 
South Korea has sacked his 
home minister in an attempt 
to defuse anger over the death 
of a student at the hands of 
riot police. Page 3 

Guatemalans talk on 

The first stage of peace talks 
between the Guatemalan gov- 
ernment and left-wing rebels 
appears to have ended success- 
fully at the weekend. Page 2 

Mrs Mandela loses 

Winnie Mandela, on trial in 
: South Africa for kidnapping 
and assault, was unexpectedly 
defeated at the weekend in an 
election to a senior post in the 
African National Congress. 
Page 3 

Rocard visit 

French prime minister Michel 
Rocard today begins a visit 
to New Zealand seen as impor- 
tant in improving the two 
countries’ troubled relation- 
ship. Page 4 

MHKIa stands down 

Lebanon’s second strongest 
militia group, the Druze Pro- 
gressive Socialist Party, 
handed over twnfrR, artillery 
and ammunition to Syrian 
troops in line with a Beirut 
government peace plan. 

Saharan peace hope 

I A solution to the conflict over 
' the status of the former Span- 
ish colony of the Western 
Sahara which for 15 years, has 
pitted Morocco against the Pol- 
isario Liberation Front appears 
to be in sight Page 3 

Epidemic toll rises 

The death toll in a diarrhoea 
disease epidemic sweeping 
Bangladesh has reached nearly 
75a 

China executes 15 

Authorities in eastern China 
publicly executed 15 people 
for crimes including murder, 
robbery and rape, according 
to local reports, as part of 
Peking’s current anti-crime 
campaign. 

Six die in Zulu riot 

Some three thousand Zulu 
fwfcwtha sympathisers wielding 
spears and knives swarmed 
out of a funeral rally at a sta- 
dium in Soweto and attacked 
residents, killing at least 6. 

US crane surge 

Violent crimes in the US 
Jumped 10 per cent in 1990, 
continuing a six-year surge 
fuelled by more murders and 
a wave of drug-related inci- 
dents, the FBI reported. 

Tamil attack fails 

' Tamil rebels killed 26 soldiers 
ami wounded 48 in an unsuc- 
cessful bid to dislodge the Sri 
Lankan army from its base 
at Elephant Pass, military offi- 
cials said. 

Train protest 

Trains were disrupted after 
eight district council members 
lay across the tracks of Hong 
Kong's light rail system in a 
protest at a proposed fare 
increase. 


CONTENTS 


TOKYO warned it may 
retaliate if Washington 
restricts Japanese contractors’ 
involvement in US govern- 
ment-funded projects, as a 
means to open Japan’s con- 
struction market 
A US unnniiiiwma^ that 
sanctions would be imposed 
after 30 days, unless a market- 
opening agreement were 
achieved, angered Japanese 
officials, who say the threat 
wifi, hinder bilateral negotia- 
tions on the construction mar- 
ket Page 18 

E UROPE AN MONETARY 
SYSTEM: Sterling was volatile, 
showing vulnerability to politi- 
cal risk ahead of this week’s 
local elections and the impact 
of a wider UK current account 
deficit for falling to 
fourth strongest in the 
exchange rate mechanism. 

Oth er term currencies traded 
steadily, with the Spanish 
peseta remaining the strongest 
and French franc the weakest 
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The chart shoios member cur- 
rencies of exchange rate mecho- 
Tosm measured agamstthe 
weakest currency in the EMS’s 
narrow Z25 per cent fluctuation 
band. Hi practice, currencies 
in the EMS narrow band can- 
not rise by more than Z25 per 
cent fivm the weakest currency 
in that part of the system. Stor- 
ting and the Spanish peseta 
operate within 6 per cent fluctu- 
ation bands. 

US is seeking to develop the 
Group of Seven framework 
of regular economic discus: 
sions into a mechanism for 
more frequent political coordi- 
nation among the leading 
industrial countries. Page 2 

INVESTIGATION at the New 
York futures exchange has 
suggested several Brazilian 
coffee exporters may have 
made nw* of toftidpr trading 
before suspension of Brazilian 
coffee export registrations last 
month. Page 2 

MALAYSIA has failed to win 
endorsement from visiting Jap- 
anese Prime Minister Toshiki 
Kaifu on a controversial pro- 
posal to set up the proposed 
East Asian Economic Group 
(EAEG), a new Aslan economic 
group. Pages 

NORMAN Lament, UK chan- 
cellor of the exchequer, will 
this week seek In ternati onal 
backing for a plan to ease the 
debt burden of the poorest 
developing nations. Page 2 

AIR Canada, caught by the 
international slump in busi- 
ness and consumer travel, has 
asked Boeing to cancel orders 
and options on a long list of 
aircraft. Page 21 

MITSUKOSHL Japanese 
department store operator, 
reported 12^ per cent increase 
In pre-tax profit to YlA33bn 
($139m) in the year to end Feb- 
ruary. Page 21 

NORAND A, Canada's biggest 

resource group, is selling 
nearly C$500m ($43 lm) of 
assets to keep its cons o lida t ed 
long-term debts of C$4.4bn 
under control. Page 21 


demands right to vet Hong Kong appeal judges 


By John Elliott in Hong Kong 

CHINA is demanding the 
to have a big say in 
appointment of all judges to a 
court of final appeal to be set 
up in Hong Kong before the 
colony returns to Chinese sov- 
ereignty in 1997. 

This has been resisted by the 
UK and Is being attacked by 
senior lawyers In the territory 
who believe it shows that 
Peking intends to try to under- 
mine the colony’s judicial inde- 
pendence. 

China is believed to want to 
vet the names of jndges 


appointed to the proposed new 
court before it takes Hong 
Kong back from Britain. It also 
wants to restrict the appoint- 
ment of non-Chinese perma- 
nent judges, as well as expatri- 
ate judicial experts. 

This could lead to a further 
diplomatic row with Britain, 
which fears international confi- 
dence in Hong Kong will be hit 
if businessmen lose faith in the 
territory’s Legal system. 

Mr Anthony Rodgers, chair- 
man of the Hong Kong Bar 
Association, said last night: 


“Any attempt to influence the 
appointment of judges before 
1997 will whittle away at the 
powers at the court of final 
appeal It goes to the root of 
judicial iTi d ap gnHgftfy ** 

China’s demands are aiwiiiar 
to its stance over Hong Kong's 
planned HK$100bn ($L2.7bn) 
airport. In both cases it is 
demanding consultations and 
consensus on key Issues that 
straddle the 1997 handover. 

Hong Kong, backed by the 
UK, has been resisting this, 
arguing that any insistence on 


consensus would amount to 
virtual control But at some 
stage a compromise solution 
will be attempted. 

The final appeal court is to 
be set up, probably with five 
permanent judges, to replace 
Britain’s Privy Council which 
at present hears final appeals 
from Hong Kong. This is con- 
tained in the 1984 Sino-British 
Joint Declaration on the 1997 
handover and in the Basic Law 
which will govern Hong Kong. 

These documents promise 
judicial independence “free 


from any interference” after 
1997. The Basic Law says that 
judges should be appointed 
after 1997 by Hong Kong’s chief 
executive “on the recommen- 
dation of an independent com- 
mission”. 

Britain had assumed that 
China would not try before 
1997 to influence the choice of 
judges who are picked by an 
existing judicial services com- 
mission. But China has told 
the Sino-British Joint liaison 
group, which is preparing for 
the handover, that it has a 


right to a say because it will 
inherit the judges. 

It has been putting forward 
r entes of Chinese lawyers and 
solicitors to support Its argu- 
ment and to try to offset the 
fact that there are only three 
ethnic Chinese among the High 
Court's 25 judges. China has 
also insisted that the opening 
of the final appeal court should 
be delayed from next year till 
1994. Lawyers fear that this 
will seriously reduce the 
court's ability to build up a 
track record before 1997. 


US, Germany fail to solve 
dispute over interest rates 


By Peter Norman, Stephen FMIer and Peter Riddell in Washington 


THE US and Germany 
yesterday failed to resolve 
their dispute over American 
demands for lower German 
interest rates, but sought to 
paper over the cracks as the 
Group of Seven leading indus- 
trial natimw began tefifq on Ht*» 
future of the world economy in 
Washington yesterday. 

Immediately before the G7 
met. President George Bush 
told finance ministers and cen- 
tral bank governors from the 
countries involved - Japan, 
Germany, France. Britain, Italy 
and Canada in addition to the 
US - that his administration 
wanted lower rates to foster 
global growth. 

The president's unusual 
intervention, demonstrating 
that US concern about the risk 
of worldwide recession exists 
at the highest political level, 
appeared to pass without acri- 
mony. A British official 
described the White House 
gathering as “friendly and 
informal”. Mr Theo Waigel, the 
German finanre minister, said 
“there was no reproaching the 
Germans.” 

However, the cordial nature 
of yesterday’s discussions 
could not conceal a fundamen- 
tal difference in the way that 
the US, Germany and some 
other G7 members view future 
economic policy priorities. Mr 
Nicholas- Brady, the US Treat 
sury Secretary, in setting the 
agenda for yesterday's meet- 
ing; asked the G7 to discuss 
the prospects for “low infla- 
tionary growth". UK and Ger- 
man officials repeated yester- 
day that their objective was 
“nan-inflationary growth." 

Before the White House 
meeting, the German and US 
delegations met bilaterally to 
air their differences over the 
US demand for lower German 
interest rates. The talks were 
“open”, according to one Ger- 


man official, meaning that 
they were not hostile. They 
agreed that there were many 
other issues on which the two 
countries saw eye to eye. 

Speaking afterwards, both 
Mr Waigel and Mr Karl Otto 
Pfihl, the Bundesbank presi- 
dent, Twari<> clear Dm* the Ger- 
man delegation had delivered a 
robust defence of German eco- 
nomic and monetary policies, 
including the present level of 
German interest rates. 

The German stand was 
backed by Mr Ryutaro Hashi- 
moto, the Japanese finance 
minister, who told Mr Brady in 
a separate meeting that Japan 
was not ready to alter its pres- 
ent economic policies. 

However, Germany made 
dear that it had no objections 
to other countries easing mon- 
etary policy when they had 
scope to do so. “In the medium 
term, we are all Interested in 
lower interest rates,” Mr Wai- 
gel said. “But there are differ- 
ences between countries and 
we most have Inflation-free 
growth.” 

This theme was echoed by 
Mr Norman Lament, the UK 
chancellor of the exchequer, 
who pointed out that Britain 
had been able to lower its real 
and nominal interest rates con- 
siderably in recent months. 
“That is a process which has 
tile prospect of continuing as 
and when inflation comes 
down later in the year,” a UK 
official 

In defending German poli- 
cies, Mr Pohl raid that German 
interest rates were the lowest 
in the European Community 
and hardly any other country 
in the worid had achieved such 
a positive combination of 
strong growth and low Infla- 
tion in recent months. 
Continued on Page 18 
Background Page 18; Econom- 
ics Notebook, Page 19 



EC backs plan 
for UN police to 
protect Kurds 

David Buchan in Mondorf-Ies-Balns, Luxembourg 
and John Murray Brown fn Ankara 


An unnsual intervention from President George Bush 


The US is seeking to develop the Group of Seven 
framework of regular economic discussions into a mecha- 
nism. for more frequent political co-ordination among the 
leading industrial countries, Peter Riddell writes. 

The idea has been floated as a means of involving 
Japan and the European Community more closely in 
international political discussions. Page 2 


EUROPEAN Community 
foreign ministers yesterday 
backed Britain’s proposal for a 
United Nations police force to 
provide Kurdish refugees with 
protection on their return to 
Iraq. 

Their decision at a meeting 
in southern Luxembourg came 
as Western military officials 
prepared to extend the security 
zone in northern Iraq farther 
east yesterday. Officials con- 
firmed that allied forces were 
already 30km east of Zakho, 
the Iraqi town at the centre of 
the safe havens plan. 

Brigadier Andrew Keeling of 
the British Royal Marines said 
the forces were ready to extend 
the zone “as far as we feel nec- 
essary to give adequate protec- 
tion." 

The plan is now to push fur- 
ther east into the main valleys 
along the Iraqi-Turkish border 
where the Largest concentra- 
tions of refugees fled following 
Baghdad's crushing of the 
shortlived Kurdish rebellion. 

The UK marine commander 
said the military was ready, 
but was still waiting on a polit- 
ical decision. He added the log- 
ical step would then be to push 
further south, Anatolia, the 
official Turkish news agency 
reported. - 

In Mondorf-les-Bains, Mr Jac- 
ques Poos, foreign minister of 
Luxembourg, which has the 
EC presidency, said the British 
idea to replace allied troops 
with UN police had unanimous 
EC support. But some of 
Britain's partners were scepti- 
cal of the OK belief that it 
could be done without a fresh 
UN resolution. 

Mr Douglas Hurd, the UK 
foreign secretary, said: “The 
idea is to enable the UN, with- 
out stretching its constitu- 


tional position, to provide pro- 
tection as well as relief for the 
Kurds.” The plan would go to 
New York as a British initia- 
tive, but with the support of 
France and Belgium, currently 
on the Security Council and all 
EC states. 

Explaining that the UK did 
not want to keep its troops in 
southern Turkey and northern 
Iraq for more than “a relatively 
small num ber of months”, Mr 
Hurd expressed the hope that 
the despatch of lightly-armed 
police, rather than soldiers, 
might be possible under UN 
Resolution 688. The resolution 
passed earlier this month seeks 
an end to Baghdad’s repression 
of Its citizens. 

He was not confident that a 
fully-fledged UN peacekeeping 
force, as sent to southern 
would receive Security Coi 
backing. 

Mr Hurd believed that even- 
tually the Kurdish refugees 
would be persuaded to come off 
the mountains and return 
home. He agreed that unarmed 
UN aid workers might not 
appear sufficient security for 
the Kurds. But if the UN police 
idea was approved, Mr Hurd 
said it should be possible far it 
to be covered in the under- 
standing* that. Prince Sadrud- 
din Aga Khan, the UN High 
Commissioner for Refugees, 
has reached with the Bagdhad 
government 

There were signs yesterday 
the UN may be indeed be pre- 
paring for a larger rule in the 
operation. A UN team visited 
the new sites for the first time, 
before having talks with local 
Iraqi officials. 

Mr Stefan Demistura, head 
of the three-man UN team, 
said: “This is a preparatory 
Continued on Page 18 


Yeltsin in effort to persuade 
striking coal miners to return 


By John Lloyd in Moscow 

MR BORIS YELTSIN, president 
of the Russian Federation, will 
today seek to persuade striking 
coal miners to return to work, 
after agreeing the bams of a 
settlement in talks with min- 
ers’ leaders in Moscow at the 
weekend. 

Aides said he would pledge 
to ensure that control of their 
pits would pass from the Soviet 
central authorities to the Rus- 
sian Federati o n. 

On a visit to the Kuzbass 
coalfield in western Siberia, 
the country’s largest coal area, 
he is also expected to tell the 
miners that he has won for 
them the right to vote in elec- 
tions for the Soviet (union) 
government later this year and 
Sat they wfll be able to sell 
some of their coal on world 
markets for hard currency. 

The Russian leader had com- 
mitted himself to frying to per- 
suade the min ers to go back to 
work whan he signed a state- 
ment with Mr Mikhail Gorba- 
chev, the Soviet leader, and 
eight other republican leaders 
last Tuesday. 


Mr Yeltsin won the backing 
of the Russian parliament to 
his agreement with Mr Gorba- 
chev yesterday, when it voted 
by 152 to seven for a resolution 
which noted “the importance 
of the document for the destiny 
of Russia’s peoples". 

General Dmitri Volkogon- 
nov, Hw military historian and 
biographer of Joseph Stalin, 
likened the pact to the Treaty 
of Brest Utovak, signed in 
1918, which ceded large territo- 
ries to Germany in return far 
Hie said tha agreement 
was a “bold step", but unless 
stabilisation measures were 
urgently pursued, “the entire 
work would be reduced to 
zero." 

Mr Yeltsin wfll remain In the 
coalfields until Wednesday - 
May Day - when the official 
representatives of Soviet power 
wfll take the traditional parade 
in Red .Square, a feature of 
which will be a march-past by 
the official qwfrwwt. 

The contrast between the 
two events marks the opening 
round in the Russian leader's 


campaign for his election as 
president of the Russian repub- 
lic by popular vote, to take 
place on June 12 - the first 
such election in Russia’s his- 
tory. 

He fare*? criticism 

from his wiHea for si gning an 
agreement which, as well as 
calling for an end to strikes, 
commits him to support the 
Soviet government’s anti-crisis 
economic programme, and to 
back an undefined “special 
regime” in key industrial and 
transport sectors. 

Deputies said over the week- 
end that they believed this lat- 
est policy would involve the 
firing of workers for absentee- 
ism and other breaches of dis- 
cipline. 

However, Mr Gorbachev on 
Friday annulled an amend- 
ment passed last month by the 
Supreme Soviet allowing man- 
agers at state-owned factories 
to dismiss workers without 
asking for trade union permis- 
sion beforehand. 

US rethinking Moscow policy. 
Page 2 


FT SURVEYS THIS WEEK 


THE MONDAY INTERVIEW 

The chief complexity 
facing Kart Otto Pflhl, 
president of the Bund- 
esbank, Is that his 
autonomy — both vls- 
fr-vis the politicians in 
Bonn and in the deci- 
sion-making of the 
bank itself - Is clearly 
circumscribed 
Page 34 
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Polish President Lech Walaso 

Poland 

The challenge before the new 
post-communist Poland is 
how to remedy the defects of 
its previous system of 
government and consolidate 
sovereignty and prosperity 
while foe going is good. 


■TODAY: 

Forelfln Ex chan ge : The dollar's 

sharp rise since February and the 
weakness of the D-mark have 
shown again how the foreign 
exchange market la good (or 
surprises. But changes In the 
market could mean Its boom 
years are over. Separate section. 

■ TUESDAY: 

Singapore : The republic's 
success ob an entrepot trading 
nation has given it a standard of 
living second anty to Japan In 
Asia- But many sections of the 
island republic's multi-racial 
society seek change. 

■ FRIDAY: 

Poland : see illustration left 
■SATURDAY i 
Franchising : Recession tests 
claims that franchising really Is 
the safer way to start in business. 
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Washington accepts that approach to encouraging reform, has failed 

US rethinking Moscow policy 


GROUP OF SEVEN MEETING IN WASHINGTON 


By Peter Riddell and Lionel Barber in Washington 


THE Bush administration now 
accepts that its approach to 
encouraging economic reform 
in the Soviet Union has failed 
and that new methods will 
have to be adopted. 

A senior official said the 
attempt to stimulate reform 
through the International Mon- 
etary Fund-led study of last 
December “did not work”, 
because President Mikhail Gor- 
bachev had been unable or 
unwilling to grasp the propos- 
als for a movement to a market 
economy. 

This reflects pessimism 


within the administration 
about the prospects both for 
reform and for Mr Gorbachev’s 
survival US officials are begin- 
ning to hedge their bets by 
talking about contacts with 
conservatives in the armed 
forces and defence industries 
as well as with reformers, such 
as Mr Eduard Shevardnadze, 
the former Soviet foreign min- 
ister. Mr Shevardnadze is due 
to deliver an important address 
in Washington in 10 days. 

US officials have not given 
up hope on the possibility of a 
union treaty between Moscow 


and republics such as the 
Ukraine, rayaifhaian, Byelo- 
russia and the Russian federa- 
tion by the end of the year. But 
even if this is achieved, the 
question remains of whether a 
reform programme can be 
worked out and implemented. 

The administration has been 
forced to review its approach 
by the marked deterioration in 
the Soviet economy in the last 
few months, and the continu- 
ing power struggle. 

The proposal in the Decem- 
ber report for the Soviet Union 
to have associate status with 


the IMF and the World Back 
- to assist its integration into 
the. international financial 
community - has now been 
put on the "back-burner", 
according to Mr David Mutfard, 
the US Treasury undersecre- 
tary for international affairs. 

The main US priority is to 
sustain economic and political 
reform in eastern and central 
Europe and to insulate those 
countries as far as possible 
from the growing economic 
problems to their east. The US 
has pressed its allies to be sup- 
portive of these countries. 


Democrats warned 
on banking reform 

By Peter Riddell, US Editor, in Washington 


MR Nicholas Brady, the US 
treasury secretary, will thfe 
week attempt to save as much 
as possible of his comprehen- 
sive banking reform legislation 
after warning House Demo- 
cratic leaders against pursuing 
their plan for a narrow bill 
excluding changes in the struc- 
ture of the industry. 

Congressmen Henry Gonz- 
alez and Frank Annunzio, 
Democratic chairmen of the 
House banking committee and 
a key sub-committee, have 
introduced legislation propos- 
ing recapitalising the finan- 
cially strained bank insurance 
fund, new bank accounting 
standards and tighter supervi- 
sion of problem banks. 

This would omit the Trea- 
sury's proposals for interstate 
branch banking and for allow- 
ing bank holding com panies to 
become Involved In a wide 
range of finanrial services. 

Mr Brady has described as 
“the height of folly” the sug- 


gestion that any legislation 
this year should be restricted 
to recapitalising the fond. “We 
should reform the industry and 
fix the problem, not just feed it 
and fond it.” 

The issue of the scope of 
banking legislation will come 
to a head in this week's talks 
aimed a producing a compro- 
mise. 

Mr Brady argues that a 
majority of the House banking 
committee, including the 
minority Republican caucus, 
joined by a number of Demo- 
crats, have expressed support 
for the need for comprehensive 
bank reform, in contrast to the 
views of their leaders. This 
view is also supported by all 
the banking regulators, includ- 
ing Mr Alan Greenspan, the 
Federal Reserve chairman, in 
spite of reservations on 
detailed features. 

Senate banking committee 
members are more sympathetic 
to Mr Brady’s position. 



Awn Guadalupe Martins anH other FMLN guerrilla leaders sign 
an agreement with the El Salvador government in Mexico City at 
the weekend on constitutional reforms - but thia did not 
involve a ceasefire. Also in Mexico, the first stage of peace talks 
between the Guatemalan government and left-wing rebels ended 
with an agreement on ground rules for further discussions. 
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British plan for poor countries debts 


By Peter Norman, Economics Correspondent, In Washington 


MR Norman Lament, the UK Chancellor of 
the Exchequer, will this week seek Inter- 
national backing for a British plan to ease 
the debt burden of the poorest developing 
nations. 

The plan, known as the Trinidad Terms, 
is designed to cut and make more manage- 
able the debts owed to western govern- 
ments by poor nnrinna Tm ptompnHng 1 mar - 

ket-oriented economic policies. 

It was first proposed by Mr John Major, 
when chancellor, at a conference of Com- 
monwealth finance ministers autumn, 
and will be relaunched during the spring 
meetings today and tomorrow of the Inter- 


Monetary Fund and World Bank 
with the aim of reaching agreement at the 
London Economic Summit in July. 

Under the Trinidad Terms, members of 
the Paris Club of creditor governments 
would forgive two thirds of the quahftdng 

co untr y’s official debt and grant extended 
repayment terms for the remainder. 

Last week Mr Baiter Conabls. World 
Bank president, supported toe UK plan. It 
is expected that the chancellor will argue 
in tomorrow's session of toe joint IMF- 
World tfonfr development committee that 
actios to help the poorest countries is 
urgent in the fight of the recent Plans Club 


decision to forgive 50 per cent of Poland's 
official debt. . _ 

The UK is also seeking a more influen- 
tial role to toe committee. The govern- 
ment has proposed that Mr peter Mount- 
Odd, a Treasury undersecretary, should be 
the committee’s next executive semetaiy. 

The committee was set up in *974 ana is 
made up of government representatives 
from developed and third world countries. 
Its job is to promote the transferor 
resources to the developing world The 
executive secretary is responsible for plan- 
ning, organising and reporting on its 
work. 


US wants to develop use of G7 talks 


THE US is seeking to develop 
the Group of Seven framework 
of regular economic discus- 
sions into a mechanism for 
more frequent political co- 
ordination among the leading 
industrial countries, Peter 
Riddell writes. 

The idea has been floated by 
Mr Robert Klmmitt. US Under 
secretary of State for political 
affairs, as a means of involving 
Japan and Germany, as well as 
the European Community, 
more closely In international 
political discussions. None is a 
permanent member of the UN 
Security Council, whose role 
was enhanced by the Gulf cri.- 

Peru debt talks 

EFFORTS to erase Peru's 
$2dbn (2L24bn) in arrears to 
multilateral financial institu- 
tions are to resume today in 
Washington, Stephen Fidler 
writes. 

Countries and organisations 
friendly to Peru are to meet as 
finance officials gather for the 
spring meetings of the IMF and 
the World Bank. Neither insti- 
tution, nor the Inter-American 
Development Bank, can land In 
support of Peru '8 economic 
reform programmes until it 
has cleared arrears. 


IF PEOPLE IN 
AFRICA ARE GOING 

WITHOUT 
FOOD FOR WEEKS, 

YOU CAN 

SKIP LUNCH TODAY 


Could you miss lunch for a day? Of course you 
could. But for a week? Not so easy. 

Particularly rf you have to watch your 
family going hungry too. 

In Africa, 27 million people are facing 
famine. Some have been forced to eat the 
seed corn that was their only chance of 
growing a crop this year. 

Others have nothing, except the 
prospect of a slow death. 

But you could help change the 
situation, this lunchtime. 

Simply send the money you would 
have spent on lunch to Save the Children. 

A mere cheese roll (50p) provides a child 
with vital food and vitamins for one day. 

A pizza and a glass of wine for two (£10) would 
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feed one adult for three months. We're standing by 
now to get the aid to wherever it b needed. 

Ydu can easily go without lunch for a day. 
Millions in Africa can’t. 
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. rd IBu> to donm what 
1 n would haw unt. 


£20 
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Please send me a free fund raising pack. □ 


Name Mr/M. t/Mi/MtK: . 
| Address: 


Bum Wrens nuca 


.Postcode 
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Save the Children'll' 


/ Return to: Dept. 1860056, Save the Children, PO Bax 100, • 
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sis. 

At present, toe heads of gov- 
ernment of the G7 - the US, 
Japan, Germany, Britain, 
France, Canada ami Italy, with 
the EC attending - meet 
annually and Issue a political 
statement to accompany their 
economic commnnlqiid. These 
political discussions are held 
only once a year bat the G7 
finance ministers meet on at 
least four other occasions to 
review economic policy coordi- 
nation, as they did yesterday. 

The US wants this regular 
framework of economic consul- 
tation to be matched on the 
political side. Mr Klmmitt is 


expected to raise the idea at a 
m Acting in Hong Kong this 
week of G7 political directors 
(senior foreign ministry offi- 
cials) in preparation for toe 
annual summit — this year m 
T ^nrtnn in mid-July. 

Mr Kimmitt argues that the 
success of the Gulf coal i t i o n 
Hat» underlined the importance 
of collective political action: 
“Bat now the true test is to see 
If we can prepare for and avert 
crises. The G7 is the one 
agency that, we believe, can be 
useful to meet more frequently 
and more regularly to antici- 
pate and avert political crises.” 

The US has been pondering 


for some time how to Involve 
Japan and Germany more 
closely in political discussions; 
the problem was underlined by 
the Gulf crisis. Not only were 
countries outside the. UN 
Security Council, they were 
also being asked to contribute 
fin ^riwiiy to US efforts with- 
out having had a say in deri- 
sions. 

An expansion of the political 
role of the G7 is seen by senior 
State Department officials as a 
way to broaden and make more 
politically acceptable calls for 
phaHng burdens or responsibil- 
ities. 


Brady’s tight schedule 
calls for some fast talking 


US Treasury Secretary 
Nicholas Brady is either a 
harsh taskmaster or an incur- 
able optimist 

He packed no fewer than 
seven items onto the agenda of 
yesterday *8 Group of Seven 
meeting, even though it began 
only at ILSOam and was to end 
at 5.15pm. The most conten- 
tious issue - toe world econ- 
omy and the policies to be pur- 
sued to ensure low inflationary 
growth - was given 1% hours 
at the hogforimg A discussion 
on exchange markets was then 
scheduled over an hour-long 
working lunch. 

Trade and financial issues 
relating to eastern Europe 
were allocated 50 minutes to 
2£0pm, and ministers and cen- 
tral hank governors were then 
expected to polish off long-term 
developments in the Middle 
East in the 40 minutes to 3J0. 

Some 50 minutes were 
alloted to the international 
debt question, including how 
best to help Egypt and how to 
avoid granting too favourable 
debt forgiveness terms to- too 
many countries. The 25 min- 
utes to 4.45 were deemed 
enough to dea l with relations 
between the Soviet Union and 
the so-called HTs - bodies 
such as the IMF and World 
Bank. In the final half-hoUT the 
21 assembled finance minis - 
tors, central bankers and top 
treasury officials were due to 
discuss the communique: - 

Agendas are flexible and not 
everyone talks. But if the 
schedule held firm and only 
the seven finance ministers 
opened their mouths, they 
would have had 13 minutes 
each to discuss Mr Brady’s 
wish for lower interest rates 
and a mere 3% minutes each to 
address toe Soviet Union’s 
future links to the Ms. 
prrm 

We can only guess what G7 
new boy Donald Mazankowski 
made of this. Mr Mazankowski 
(“Maz”) was appointed Cana- 
dian finance minister a week 
ago. Known as “minister for 
everything", because of the 
large number of government 
offices he has held since 1979, 
Maz is said to be as hard-work- 
ing as his predecessor, Michael 
Wilson, who despite taking 
over Canada’s trade and indus- 
try portfolio Will be chai ning 


G7 DIARY 


today’s meeting of the IMF pol- 
icymaking interim committee. 

Maz is a grassroots politician 
and has bad only limi ted deal- 
ings with economic issues- But 
this should be no handicap. 
Among the finance ministers, 
France’s Pierre Bdregovoy, 
Japan’s Ryutaro Hashimoto 
and Germany’s Theo Waigel 
came to their present jobs from 
nan-financial Backgrounds. 

riXILl 

Karl Otto P6hl, the German 
Bundesbank president, seems 
to be developing some affection 
for European economic and 
monetary union. Speaking to 
tiie G7 Council, a talking shop 
of tiie great and the good, he 
recalled that the feathered 
variety of Emu has two charac- 
teristics: it cant fly and can 
only go forward. That specifi- 
cation would suit Mr Pdhl, who 
doesn't want to rush union. 
“So there is same reason for 
optimism,’’ he said. 

i m n 

Mongolia, one of the newest 
members of the IMF and World 
Bank, Is in dire need of their 
help. The landlocked country 
of 2m people is facing a bal- 
ance-of-payments crisis. In the 
first half of the year, its cur- 
rent account deficit could be as 
high as t200m. One of the main 
problems is that the Soviet 
Union now wants payment for 
oil in hard currency. A mission 
from the Fund is due there 
soon, and the World Bank is 
sending a team in July. 

1 i.ri I I 

The application in January by 
Albania to join the two institu- 
tions leaves only three sizeable 
countries outside their sphere 
of influence. Although toe 
question (rf the Soviet Union’s 
membership is likely to be put 
off for some time, the institu- 
tions are regularly sending 
missions there. The countries 
without applications pending 
are a rather odd mix: Cuba, 
North Korea and Brand. 

mcm 

The World Bank's new chief 
economist, Larry Summers, 
already has at the age of 35 a 
pretty impressive resumd. 
Eight years ago he became pro- 


fessor at Harvard University, 
said to have been the youngest 
so appointed. If Michael Duka- 
kis was now in the White 
House, Summers would have 
almost certainly been the head 
of his Council of Economic 
Advisors. He has made his first 
public pronouncements since 
joining toe bank over the past 
week, suggesting that he will 
not be afraid to tackle some of 
the broad issues now facing 
the bank - such as the link 
between economic performance 
and democracy. 

Of the statistics he is fond of 
quoting, be points to one as the 
most striking: that infant mor- 
tality is higher and life expec- 
tancy lower in New York City 
than in Shanghai. The Chinese, 
he notes, spend only 5 per cent 
of their $500 annual per capita 
income on health care. 

Here is another: riimmaHnp 
all cancer would add three 
years to the life expectancy of 
Americans. 

In the third world, Yemen, 
Sri lauka and Indonesia have 
about the same per capita 
income. Yet life expectancy in 
Yemen is 51 years, in Indonesia 
GO and Sri Tim Ira 70. 

Peter Norman 
Stephen Fidler 
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PIRELLI TYRE HOLDING N.V. 

established in Amsterdam 

Shareholders are herewith invited to attend the annual 

General Meeting of Shareholders 

to be held on Thursday May 16, 1991 in the Apollo Hotd, Apollolaan 2, Amsterdam 
at 3.00 p.m. 

The annual report, including the agenda for this meeting, and the financial statements 
for the year 1990 as well as die details with respect to the members of the Super- 
visory Board and the Board of Management to be reappointed are available for 
inspection at and may be obtained free of charge from the Company’s office and the 
principal offices of the below mentioned banks. 

Holders of bearer shares who {in person or by proxy) wish to attend the meeting 
must have lodged their shares not later than Friday May 10, 1991 at one of the 
following banks who will subsequently send them a receipt which will serve as 
entrance ticket: 

in the Netherlands at Pierson. Hddring en Pierson n.v.. Amsterdam 

in Belgium at Generate Bank n.v,, Brussels 

in Germany at Dresdner Bank ac, Frankfurt a.M. 

in Italy at Credito Italiano, Milan 

in Switzerland at Union Bank of Switzerland. Zurich 

in the United Kingdom at Midland Bank plc. London 

The Board of Management 
The Supervisory Board 

April 29. 1991 
Straufinskylaan 627 
1077 xx Amsterdam 
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US envoys meet 
Mengistu in bid 
to save Addis 
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By Julian Ozarme in Nairobi 

SENIOR US envoys met the 
embattled President Mengistu 
Halle Mariam of Ethiopia at 
the weekend In an initiative 
aimed at preventing the coun- 
try's civil war engulfing the 
capital Addis Ababa. 

Mr Rudy Boschwitz, an 
envoy of President George 
Bush, and three other nffinfa i p 
had extensive talks with Ur 
Mengistu and his government 
cm an Ethiopian parliamentary 
proposal for unlimited, open 
talks with all rebel groups and 
a transitional government fol- 
lowed by a ceasefire. The meet- 
ings followed a week of heavy 
fTghtmg between government 
troops and rebels who have 
advanced to within 65 miles of 
the capitaL 

One US nffiniai said the Ethi- 
opian government had 
embarked on “a major, sincere 
undertaking. AH the riam<mtn 
have come to the real funda- 
mental judgment that pro- 
found political concessions 
must be made, and that a mili- 
tary solution is impossible. 

. There are no limitations. 

v Everything is up for negotia- 
tion, even the formation of 
multi parties." 

A US official left Addis 
Ababa yesterday for Khartoum 
to meet the two leaders of the 
main rebel groups, Mr Jssayas 
Aferwerki of the secessionist 
Eritrean People's Liberation 
Front and Mr Meless Zenawi of 
the Ethiopian People's Revolu- 
tionary Democratic Front The 
nffiriai will brief thgm on the 
government’s position and try 
to facilitate dialogue. 

However, despite the back- 
ing of Washington and Moscow 
for the proposal and the opti- 


mism of US officials, doubts 
remain over whether the reb- 
els, lifted by recent victories. 

Can be Wiw^ mnwmhlf 

EPRDF statements last week 
criticised the parliament for 
naHing g nmfomd mobfiisation, 
and threatened to fight Mr 
Mengistu to the finish. Even 
so, the rebels are anxious to 
avoid the huge civilian casual- 
ties and destruction of infra- 
s t r u c tur e which would accom- 
pany a battle for the capitaL 

“It is in our h rtereff t to min- 
imise the bloodshed and come 
to a peaceful resolution,” Mr 
Asefa Mama, EPRDF spokes- 
man in London, yesterday. 

Mr Mengistu’s apparent 
determination to remain, in 
power, rather than allowing a 
transitional gmr wnmant to be 
formed, continues to obstruct 
peace. 

Rebel groups have built up 
much hostility to, and suspi- 
cion of, Mr Mengistu and the 
clique which surrounds htm_ 

Furthermore US optimism 
about the possibility of a 
breakthrough has not been 
matched by its deeds. Last 
Thursday the US State Depart- 
ment ordered tile evacuation of 
all embassy dependents «wd 
non-essential personnel and 
urged private Americans to 
leave as soon as possible. 

A leading Ethiopian political 
analyst in Nairobi said yester- 
day that the p««rp initiative 

hag a very «1im rhnnite of 800- 
cess with Mr Mengistu stiH in 
power. 

"But it is the only chance to 
save the country disintegrating 
into a bloodbath. It must be 
given an opportunity to suceed 
even at the 59th minute." 
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UK anticipates Kuwait 
well-capping contract 
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By Mark Nicholson in Kuwait 
'MR John Wakeham, UK energy 
secretary, said yesterday he 
bad "every reason to believe” 
that British companies would 
soon receive substantial con- 
tracts to help cap Kuwait’s 
blazing oil wells. 

Senior UK oil industrialists 
who accompanied Mr Wake- 
ham on his three-day visit to 
the emirate also said they were 

c onfident of winning a share of 
the fire-fighting and capping 
work, now being undertakes 
by. throe US com parries and a 
Canadian group. 

The British delegation is 
among group s from around the 
world, including China and the 
Soviet Union, which have 
responded to the Kuwait gov- 
ernment’s appeal this month 
for more help in fighting the 
fires. However, no farther con- 
tracts have yet been confirmed. 

Mr Wakeham told reporters 
yesterday he expected con- 
tracts towards repairing 
Kuwait’s aQ production facili- 
ties to amount eventually to “a 
good many billions of dollars". 


City 

He added; “I have every reason 
to believe the Kuwait Oil Com- 
pany will be Wiring a British 
tpam to do some of the work.” 

The British delegation, 
headed by Mr Basil Butler, 
president of the Institute of 
Petroleum and a foimm- chair- 
man of tiie Kuwait Oil Com- 
pany, Is nffaring expertise in 
management and damage 
assessment, as well as in direct 
fire-fighting. 

British firefighters are expec- 
ted, if contracted, to concen.-- 
trate on blazes in Kuwait’s 
northern oilfields, where no 
well-capping has begun. Many 
of the delegation stressed UK 
expertise in addressing the 
fires by drilling relief wells, 
rather than by tackling the 
weD-head. 

Mr Butler said it was too 
early to estimate how long it 
might take to extinguish the 
fires, but said there was little 
prospect erf this within a year. 
More than 60 weDs have been 
capped so far of the more than 
500 set alight by the Iraqis. 


UN accord likely over 
W Sahara referendum 


‘.S* 


■K' 



A SOLUTION to the con Hint 
over the status of the former 
Spanish colony of Western 
Sahara, which has pitted 
Morocco against the PoUsario 
Liberation Front, appears to 
be in sight, reports Francis 
Ghlles. 

The UN Security Council is 
expected to agree today to pro- 
posals for a referendum, 
drawn up by Mr Javier P6rez 
de Cuellar, secretary-generaL 

Both parties to the conflict 

- especially, it seems, Pollsa- 
rio and its mate ally Algeria 

— have Tpafe recent conces- 
sions. 

Under the plan, Morocco 
would cut its troop* by two 
thirds, to 65,000, within 11 
weeks of a ceasefire. All 
remaining Moroccan troops 
would be confined to defensive 
positi ons along the protective 
wall Morocco has built to 
defend Itself from Polisarlo 
guerrilla attacks. Pollsario’s 
estimated 7,000 fighters would 
«i«n be to camps 

around the main refugee cen- 
tre south of Ttndouf, in south 
western Algeria. 

The existing Moroccan 
administration will however 
remain, contrary to PoHsario's 
initial wishes. Considerations 
of cost strongly militated 
against the UN a wholesale 
takeover of taking over th e 
administration of the territory 
by the UN before during the 

run-up to a referendum. 

An election co mmis sion 
would dw r»da who is eligible to 
vote In the referendum. To 
those names included in the 
imibw conducted by thefor- 
mer colonial power Just before 
It relinquished control of the 
territory and which estimated 
the Sahara wi population to be 
just short of 74.000 would be 
ad d e d people from the S itu U ni 
region which Spain returned 
to Morocco in 1969 and those 
born in Morocco, A l g e ria and 
Mauritania who could bring 
proof of the Saharan origin. 
That, ironically enough 
includes the Polisarlo leader. 


Mohammed Abdelaziz, who 
was bom in Marrakesh and 
whose father still lives there. 

King Hassan has accepted 
fli« |«tea of a H rf wwwhTm but 
made it clear that the result 
could tmly “ratify" what most 
Moroccans strongly feel is 
theirs historically. His pres- 
tige would suffer a consider- 
able blow were the outcome of 
the vote to be a call for inde- 
pendence. His opposition, frus- 
trated by having no share in 
rumring Morocco, has system- 
atically been more “royaliste 
qua le roL” 

Algerian President Chadli 
Bendjedid for his part has 
gone to great lengths to 
rebuild links with Algeria’s 
Ms eastern neighbour, notably 
fav re-establishing diplomatic 
ties, broken off in 1976, three 
years ago. But the outcome of 
the first-ever free ejections in 
North Africa, due next July in 
Algeria, could bring to power 
people far less willing to com- 
promise. 

Furth e r m ore, King Hassan 
and his Algerian counte rpart 
know that the pipeline due to 
carry natural gas to Spain 
across northern Morocco and 
the Straits of Gibraltar will 
only get the final go-ahead if 
the two big north African 
countries settle the status of 
the Western Sahara once and 
for alL 

Anally, were the long fester- 
ing dispute to be settled, the 
Maghreb countries would be in 
a better bargaining position 

with the EC with whom they 
share so many links. Instead 
of ""pginff in quarrels which 
leave most Europeans indiffer- 
ent and baying weapons with 
money better used in dfflhn 
projects, they would for once 
have shown they were capable 
of doing something construc- 
tive. 

With turmoil likely to con- 
tinue in the Middle East, that 
would at least leave the Magh- 
reb al Aqsa (and of the retting 
gi m) as one part of the Arab 
world with no major disputes. 


ANC defeat 
for Winnie 
Mandela 

By Pam Waldmetr 
in Johannesburg 
mbs Winnie ManHpia, qq trial 
in South Africa for kidnapping 


and assault, was unexpectedly 
defeated at the weekend in an 
election to a senior post in the 
African National Congress. 

The wife of Mr Nelson Mand- 
ela. ANC deputy president, 
lost a secret ballot for the 
presidency of the ANC 
Women’s League. 

This post carries automatic 
membership of the ANC’s 
policy-making National Execu- 
tive Committee, under the 
organisation’s proposed new 
co ns ti tuti on. 

Mrs Gertrude Shope, a mod- 
erate on the ANC national 
executive, became Women’s 
League president late on Sat- 
urday night when she took 400 
votes to the 196 of Mrs Mand- 
ela, who represents the organi- 
sation’s most radical wing 

Despite her defeat, Mrs 
Mandela seems likely to be 
elected in July to an expanded, 
120-member ANC national 
executive. 

• A mob shot and hacked to 
death at least six people at a 
funeral in the township of 
Soweto, near Johannesburg, 
yesterday. 

Three thousand sympathis- 
ers Of thp tnately Z nfn Tn hatha 
Freedom Party swarmed out of 
a funeral rally at a stadium 

anil athAri rpdltelh 


India divided over US trade decision 


By K K Sharma in New Delhi 
INDIAN business has maria a 
strong protest against the US 
decision to put India, with 
China and Thailand, on the 
Special 301 list, under tire US 
Trade Act 

However, the Indian govern- 
ment is not showing concern 
over the decision, although 
punishment and retaliation by 
the US against India’s exports 
can be taken after six months 
if Delhi makes no progress In 


protecting US companies’ intel- 
lectual property rights. 

Dr Subramaniam Swamy, 
India's commerce minister, 
yesterday said "we should not 
over-react” to the US decision. 
The statement by Ms Carla 
Hills, US trade representative, 
accompanying the announce- 
ment was “conciliatory and 


leaves the door open for negoti- 
ations”. 

He felt the decision was 
made mainly to placate Con- 
gress from which the adminis- 
tration was airier pressure to 
act. Dr Swam Jr's surprisingly 

milri reaction to a rtwtiiiinn that 
could imperil India's exports to 
Its largest trading partner, at a 
time when its balance-of- 
payments position is critical, is 
in marked contrast with the 
condemnation of the riwfswm 
from Tnrtinn business anri offi- 
cials. 

The subdued comment could 
also be related to India’s hope 
that the US »nri nthrw firmn r 
countries will give emergency 
agBistaiirp to the country to 
help tide it over its current 
payments problems. 


An emergency meeting of 
the donors is to be held during 
the current World Bank-IMF 
meetings in Washington. 

Under the US dedsfon, India, 
with China Thailand, have 

been put on the priority watch 

list for six months during 
which negotiations will be held 
on protecting US companies* 
intellectual property rights. 

Officials expressed regret 
that the US decision had been 
taken while the issue was still 
with the Uruguay Round trade 
liberalisation of the Gen- 
eral Agreement on Tariffs and 
Trade. 

However, Dr Swamy believes 
npgnHatinns could resolve dif- 
ferences between India and the 
US. 

The objections by the US are 


thought to he mainly to India’s 
failure to protect the patents of 
pharmaceuticals companies mi 
products, rather than the pro- 
cesses which are used to make 
them. 

Dr Swamy said that the US 
"concern is not with the law 
but on its enforcement” 

He said: “We have no bitter- 
ness or rancour. X want to tell 
Indian industry not to panic as 
the door is open for negotia- 
tions. We must find a negoti- 
ated settlement" 

Dr Swamy pointed out that 
the US did not take any action 
against India last year after 
putting it on the hit fist under 
the Super 301 clause of the 
Trade Act because erf restric- 
tions under its foreign invest- 
ment and trade policies. 


Kaifu cool to proposed Asian economic group 


MALAYSIA has failed to win 
endorsement from Mr Toshiki 
Kaifu, the visiting Japanese 
prime minister, on a controver- 
sial proposal to set up a new 
Asian economic group, Reuter 
report s from Kuala Lmn pur. 

Japan would await further 
developments from MaVaynia 
and other south-east Asian 
countries on proposed East 
Asian Economic Group (EAEG) 
before making any riartaion on 
a role for itself therein, Mr 
Abdul Majid, a senior Malay- 
sian Foreign Ministry official 
said on Saturday after Mr 
Kaifu had met Dr Mahathir 


Mohamad, Malaysian prime 

minister 

Dr Wahatvrir has proposed 
the EAEG, eittng the European 
Community «nd the US free 
trade agreements with fianafla 
and fin embryo) Mexico. 

The US lias opposed the 
EAEG, saying it could create a 
trade bloc. 

Japan, wary of straining ties 
with the US and the EC, its 
main trading partners, has 
remained cool to the idea, 
although Malaysian leaders 
say .Tokyo, with its economic 
would be the leader of 
a new group. 


The ministry official quoted 
Dr Mabathfr as saying develop- 
ing Asian countries could not 
raise by themselves their con- 
cerns about growing protec- 
tionism in the world. 

He ftpiri the premier was con- 
cerned that multilateral trade 
talks had stalled because of dif- 
ferences between the EC and 
the US, which lgft many devel- 
oping nations in the cold. 

“An EAEG forum would cer- 
tainly riaal w i t h the matter," 
the official quoted Dr Mahathir 
as saying. 

"As a group, these small 
countries would have a voice." 



Kaifo: cool on pact 


Seoul death 
leads to fall 
of minister 

By John Ridding in Seoul 

PRESIDENT Rob Tae Woo of 
South Korea has sacked his 
home minis ter in an attempt to 
defuse anger over the death of 
a student at the hands of riot 
police. 

Mr Kang Kyong Dae. a 20- 
year old economies student, 
died on Friday night after 
being beaten by police during a 
demonstration against the 
arrest <rf a student l e ad er at 
Seoul's Myungji University. 

This was the first death of a 
student in a clash with riot 
police since 1987 and will 
increase social tensions at a 
time when the nrimini wage- 
bar gaining and student pro- 
tests are getting under way. 

It prompted demonstrations 
in Seoul at the weekend. Riot 
police used tear gas and water 
cannon to block a protest 
mar ch towards central Seoul 
on Saturday afternoon. 

A spokesman for the ruling 
Democratic Liberal Party said 
that the government "whole- 
heartedly apologises to the 
nation”. He said that Mr Ahn 
Eung Mo, home minister, 
would be superseded by Mr Lee 
Sang Yeon. 

However, opposition groups 
said that the government's 
response, and the Issue of 
arrest warrants for the four 
policemen believed responsi- 
ble, was not enough. 
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David Marsh hears a candid commentary from a senior economics official who retires tomorrow 

How Bonn got it wrong on the east German economy 


Otto Schlecht frank admission 
of policy failures 


THE Gorman government deceived 
itself in felling last year to foresee the 
depth of the economic crisis in east 
Germany, says Mr Otto Sdilecht, 
state secretary at the economic minis- 
try. 

In a frank admission from a Bonn 
insider of policy shortcomings over 
German nnity, Mr Sdilecht said: "We 
deceived ourselves about the size and 
depth of the restructuring crisis.” 

In particular, the government's 
much-broadcast comparison between 
the hoped-for recovery in east Ger- 
many and the positive aftermath of 
the west German currency reform in 
1948 was "wrong from top to bottom.” 
Mr Sdilecht conceded. 

Mr Schlecht, Bonn's most senior 
cavil servant in the economic policy 
field, is retiring tomorrow after 18 
years in the job. He revealed that he 
was ini ti all y highly sceptical about 
Mr Jurgen Mffllemann. file economics 


The west German c urrent account balance win 
show a small deficit both rids year and next and 
growth in the west will sHp to 2^ per cent this 
year, according to die spaing report of Germany’s 
five leading economic Institutes pohhshed today, : 
writes David Goodbart in Bonn. 

The institutes expect average inflation in west 
Germany this year of 8J> per cent (toadring 4 pear 
cent at the end of the year) and 11 per cent in east 
Germany (touching 15 per cent at the year’s end). 


GNP in east Germany is expected to fen by 17.5 
percent 

The report expresses cautious hopes of a 
construction-led turnaround in east Germany in 
1992. But by the end of this year &5m people will 
be w ith out work or on short-time work to the east 
The institutes are critical of the large wage increases 

in east Germany and propose Oat the Tnuhand 
agency, which owns most east German companies, 
should become involved in wage bar ga i nin g. 


minister who took over in January, 
but now backs the minister's more 
active line on aiding the east German 
economy. 

During the run-up to the united 
German elections last December, Mr 
Schlecht said the government seized 
on optimistic forecasts that the east 
German economy would recover rela- 
tively quickly. “We gave prominence 
to the positive elements, and forced 
the negative ones into the back- 


ground. This was because we wanted 
people to take heart (ova- economic 
prospects) - and because there was 
an election campaign." 

"At the beginning, we somewhat 
underesfimated the effect of the shock 
of liberalisin g • nrwrri g ht a command 
economy which, had been barred off 
from the world for 40 years,* Mr 

5WiIwrfrt 

On the outlook east of the Elbe, ho 
said that, by the end of this year "we 


will have gone through the worst”. 
Next year would see recovery, but 
from a far lower basis of economic 
activity than the government had pre- 
viously predicted. 

Unemployment in east Germany 
would continue to rise, bat not above 
2m, thanks t o the policy of putting 
large numbers of effectlvely- unem - 
ployed penile an to short-time work- 
ing, Mr Sehter.ht ypriri. 

Until a few months ago, the govern- 


ment, together with the country’s 
leading independent economic fore- 
casters, were unanimous that an 
upturn in east Germany would begin 
this summer. , . 

Mr Schlecht praised the hard work 
and energy of Mr MOltemann who 
replaced his luckless predecessor Mr 
Helmut Haussmann. Mr MdUemann 
has played a leading role in bringing 
about increased public sector flmdmg 
and administrative support for the 
east, as well as a shift to more prag- 
matic policies over property rights 
and privatisation. 

Mr Sdilecht, 05, will now head tius 
La flw ig Tftrhani Foundation. the body 
promoting the ideas of the German- 
style "social market economy at 
home and abroad. Hie may also act as 
an economic adviser in the Soviet 
Union and for other east European 
governments such as Hu ngary and 
Romania. 


Ministers seek Nato 
talks on defence 

By David Buchan In Mondorf-Ies-Bains, Luxembourg 


THE future of European 
defence should be discussed in 
Nato with the Americans, EC 
foreign ministers agreed yes- 
terday. 

At an informal meeting, the 
more Atlanticlst states 
- Britain, the Netherlands and 
Portugal - appeared to stem 
the tide in the political union 
negotiations that had been 
moving in favour of presenting 
Nato and the US with a felt 
accompli on European defence. 
This would be based on a west- 
ern European union ever more 
closely tied to the Community. 

Mr Jacques Poos, foreign 
minister of Luxembourg, 
which holds the EC presidency, 
revealed that his US counter- 
part. Mr Janies Baker, bad last 
week delivered another stiff 
warning to EC states on 
defence. 

Echoing his diplomatic 
demarche in February, the US 
secretary of state cautioned the 
Euro peans that in h uflrftng up 
WBU, they should not tamper 
with the Nato military struc- 
ture or take action outside the 
Nato area without first con- 
sulting the alliance. 

European states that did not 
belong to the EC, such as Nor- 
way and T urkey , should also 
be let in to WEU, he had said. 

American concerns could be 
"appeased”, said the Luxem- 
bourg minister, and the forum 
for this should be Nato, which 
was lagging well behind the 
EC in its strategic review. 

Mr Jacques Defers, the Com- 
mission president, suggested 


A flick of a coon yesterday 
denied Mr Brian Crowe, 
Britain's n "iV >a nv <n> to 
Conference on Security and 
Co-operation In Europe, the 
top Job in EC diplomacy, 
writes David. Buchan. EC for- 
eign ministers split bixjwt in 
a secret vote on Saturday on 
whether Mr Crowe or Mr 
Pierre Chaopenois, a Bel- 
gian diplomat, should suc- 
ceed Mr Giovanni Jannuzzi 
of Italy as secretary general 
of European Political 
Cooperation, a small cell of 
Brussels-based diplomats 
through which all EC foreign 
policy co-ordination passes. 
The UK and Belgian foreign 
ministers, Mr Douglas Hurd 
and Mr Mark Eyskens, first 
thought of dividing the job's 
tenure. But realising the Job 
could be dramatically 
changed and upgraded in a 
political union treaty, they 
decided to spin for 1L Mr Jac- 
ques Poos, foreign minister 
of Luxembourg spun the 
coin, and the Belgian won. 


that if delicate defence issues 
were also discussed in Nato as 
well as the EC, fewer British 
and Dutch hackles would be 
raised, ft would look less as 
though the Americans were 
being chased out of Europe, 
file C ommissio n president 
calling for Nato to get a move 
on with its strategic review 
scheduled to end with an 
autumn aniap ra summit 


UN plans crackdown on drug lac 

New narcotics chief sees attack on crime profits as crucial, says Ian Hamilton Fazey 


NEW routes and markets for 
traffickers have been cre- 
with the end of the Cold 
War and the opening of east 
European borders. The Soviet 
Union has reported large 

fn adHlrix rinrrng the 

last three years and the United 
Nations says that some of the 
drugs now being smuggled 
through the Battam* are "stick- 
ing” an route. 

The spread of the problem 
has added to the urgency with 
which the UN has started to 
merge its three drugs agencies 
to cut out dnpHcation. The aim 
is to escalate and globalise its 
fight a garnafc the ilHril drugs 
industry, which Mr Giorgio 
Giacomelli, new head of the 
UN's programme, says Is worth 
up to gSOOhn a year. 

Mr Giacomelli said UN 
would take the lead to coordi- 
nate a more rigorous world- 


wide fight against drug abuse. 
He sees a maze vigorous attack 
an money laundering as cru- 
cial, to stop dings money befog 
channelled into legitimate 
businesses. 

Mr Giacomelli, a senior Ital- 
ian diplomat who took up his 
post last month, will report 
progress to the UN Commis- 
sion of Narcotic Drags, which 
starts its annual today meet- 
ing in Vienna today. 

The three agencies - the 
Division of Narcotic Drags, the 
UN Fund for Drug Abuse Con- 
trol, and the International Nar- 
cotics Control Board - are 
being merged Into a single 
organisation called the UN 
International Drag Control 
Programme. 

The agencies employ about 
ISO people in Vienna and SO in 
15 offices around the world. 
They implement and monitor 


treaties on legal drug produc- 
tion a n i rt rtm i nto r ro ^tinn pro- 
grammes to try to change the 
economic and cultural bases of 
Third World countries produc- 
ing optum and coca leaves. 

Recent years have seen 
increasing emphasis on tack- 
ling the problem in the market- 
place by reducing demand 
armyng drug abusers through 
frfnt^rtiftnal . so cial, welfare and 
medical Initiatives. 

However, Mr Giacomelli 
acknowledged that the UN 
agencies have been "parallel 
institutions”, not always in 
harmony, despite good work 
done. 

Mr Grarrrmplti the UN's 
estimate of the gfaa of the ille- 
gal drugs industry was 
between $300bn and S500bn. 
People tended to fix on the 
higher figure, which he 
thought was reasonable. 


It is second only to the 
arms trade and is bigger than, 
the oil trade. With such 
muftnp ta there la no limit to 
what yon can achieve. Ton can 
boy or kill judges and yon can 
set a very sophisticated under- 
ground pharmaceuticals indus- 
try,” he added. 

“Against it, we have to oper- 
ate within file framework of 
law or agreed strategies and 
tactics, white the crime world 
has no such constraints. They 
have no problems of sover- 
eignty or borders.” 

Mr GiacomelU said organised 
crime had “globalised as much 
as any other international 
industry.” This was why an 
attack on money laundering 
was at the heart of the strag- 
gle. 

"This is where the interna- 
tional community is worried, ft 
is a very gigntfiramt amount of 


money * n d influence the 
state of world finance. We have 
to go to tiie point where there 
is a linkage between the crimi- 
nal origin of funds and the 
legitimate enterprise and then 
stop file criminal activity.* 

The three UN agencies have 
a combined awnnai budget of 
580m. Mr Giaco melli believes 
that- more will be available 
once he has proved to UN 
member states that the new 
giiig te organisation is giving 
better value far money. 

Italy is file biggest contribu- 
tor, because its agency for co- 
operation and development - 
wh ich Mr fSannmeili set up in 
1971 - recognised the impor- 
tance of fighting drug prob- 
lems early on. Britain, the US, 
Germany and Sweden are also 
among the UN's leading sup- 
porters. 


Greens inch toward realism 


By David Gootihart in Bonn 

THE German Greens took 
steps t ow a rds a more 

professional party structure at 
the weekend but did not, as 
had been e xp ec te d, support a 
full-scale takeover by the prag- 
matic “realo” wing. 

Tn one of the biggest 
of last December’s aQ-German 
election the Greens felted to 
cross the 5 per cent hurdle 
into flw Bundestag but have 
subsequently recovered 
ground In TAwW pWHwk. 

The weekend confere n ce did 
abiHuli t he rotation principle. 


under which representatives 
were usually allowed to serve 
only one term in office, and 
which had helped to mark the 
Greens as a counterculture 
movement rather than a real 
party. 

Also, a group of far-left ecol- 
ogists imAir f4a Jutta DitfUTth 

decided to leave the 
Greens. 

However the Greens stopped 
short of swallowing all the 
“realo” medtetne and elected 
two leaders from the left of flic 
party. 


{{We’re Convinced That Unified Europe 
Will Create Many New And Exciting 
Opportunities For Investors. 

Opening Today, Okasan International 
(France) — Formerly A Representative 
Office— Will Help You Take Full 
Advantage Of Changing 
Realities. W 



The creation of Okasan International (France) 
signals much more than a change in name and 
status. From today, the door opens to the full 
range of financial services that have won 
Okasan Securities a preeminent position in 
investment management, investment research 
and corporate finance. 

Take advantage of Okasan Securities* tradition 
of excellence — and reap the rewards of change. 
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A deleg ate aims a water pistol at another party manlier at the German Green conference 


French visit 
to NZ an 
attempt to 
rebuild ties 

By Terry Hall in Wellington 

FRENCH prime minister 
Michel Rocard today begins a 
visit to New Zealand seen as 
important in improving a rela- 
tionship which for six years 
has been deeply troubled. 

Difficulties have included 
the Rainbow Warrior affair, 
French testing of nuclear 
weapons in the Pacific, and 
trade difficulties with the EC. 



National party government of 
Ur Jim Bolger, which wants to 
emphasise its desire to 
strengthen New Zealand's 
place in Europe just as France 
sees a similar rote for Itself in 
the Pacific- 

China puts up prices 

China yesterday announced 
huge pnee increases on staple 
foods, saying they were neces- 
sary because of the cr ush i n g 
burden of government subsi- 
dies which have quadrupled in 
10 years, Reuter reports from 
Peking. 

Residents were told about 
the price frita* at their work 
places last week, triggering 
long queues at shops where f 
April ration cards could still be 
used to buy goods at the old 
prices. 

The price of floor rises by 54 
per cent and vegetable oil by 
108 per cent, but win still be 
priced below the cost of pro- 
duction. 

To soften the latest inflation- 
ary blow every worker will get 
a subsidy of six yuan ($L14) a 
month. 

US orders fall 

US machine tool orders, a key 
indicator of the nation’s eco- 
nomic health, mi sharply in 
March, down 22.7 per cent from 
a year earlier and 1&2 per cent 
lower than February, the Asso- 
ciation for Manufacturing 
Technology said. 

Machine tools, which cut or 
shape metal, are used in the 
manufac ture of a goods rang- 
ing from weapons and aircraft 
to consumer items such as 
refrigerators and cars. 

Although the market for 
machine tools is relatively 
small, its level of activity can 
provide dues to the health of 
manufacturing and the econ- 
omy generally. 

Iceland’s new PM 

A coalition government is to be 
formed in Iceland between the 
right-wing Independence party 
and the Social Democrats. The 
new prime minister is Mr 
David Oddsson, 43. leader of 
the Independence party for 
only a few weeks, file mayor of " » 

Reykjavik and a well-known 
radio comedian, writes Robert 
Taylor in Stockholm. 

The coalition parties 
between them have 38 seats in 
tire 63 strong Parliament 


US lobs a cut-price spanner into 
Europe’s cosy soda ash market 

Clive Cookson on the looming upheaval in production of a major industrial chemical 


THE £70Qm a year European 
market in soda ash - one of 
the world's bulk chemi- 
cals - is entering a period of 
upheaval, after 40 years daring 
which the pattern of trade 
hardly changed. 

The soda ash story Illus- 
trates both the co n ti n uity of 
the European nhemi«^h busi- 
ness and file forces of change 
now working on it. In the case 
of soda ash, these include: 

• Low-cost US producers 
whose prices can undercut the 
Europe an manufacturers at 
current exchange rates; 

• The EC, which dealt the 
European companies a double 
blow late last year, by fining 
them Ecu48m (£33 -4m) for 
aTteguflly r unning a soda a«h 
cartel and by lifting an anti- 
dumping duty that had kept 
US producers out of Europe; 

• The opening up of eastern 
Europe’s huge soda ash market 
to western manufacturers. 

Solvay of Belgium has domi- 
nated the soda ash business 
since the 1860s when Ernest 
Solvay founded the company to 
sy n th e sise the material - used 
In glass m a vi rig and other 
industries - from cheap raw 
materials (salt and limestone). 
Daring the late 19th century 
Solvay built a network of soda 
ash. plants across the continent 
from Russia to Spain, white lic- 
ensing Brunner, Mend - a pre- 
decessor of ICI - to use his 
process in the UK. 

Today Solvay, Belgium’s sec- 
ond largest company, makes 
about 4m tonnes a year of soda 
ash in west European plants. 
Soda ash - currently selling 
for about 8200 per tonne - still 
represents 11 per cent of Sol- 
ray's BFr25Sbn (£4.iSbn) a year 
turnover. The company has 
long used soda ash as a "cash 
cow” to help finflTiRp expansion 
into other fields. 

ICI makes lm tonnes a year 
of soda ash in the UK. Smaller 
European producers. Including 
Rh&ae-Poulenc of France. Akzo 



THE EUROPEAN 
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of the Netherlands and BASF 
and. Henkel of Germany, pro- 
duce LSm tnnnfls a year. 

The sales pattern established 
in the 19th century persists 
today. Id has more than 90 per 
cent of the UK and Irish soda 
ash market* and sells very tit- 
tle on the continent Solvay. 
conversely, has 70 per cent of 
the continental market 

Solvay and Id abandoned 
their formal market-sharing 
agreement in the 1960s and 
insist that there is now no col- 
lusion between them. The EC 
competition directorate dis- 
agrees and in December fined 
Solvay EcuSOm and ICI 
Ecul7m for operating a cartel 
and offering illegal price 
rebates to feck in large custom- 
ers. In addition BASF was 
fined Eculm. 

The companies are appealing 
against the fines. The rebates 
are normal commercial prac- 
tice, they say, and the trading 
patterns result from the nature 
of soda ash, a bulky low-value 
chemical which is expensive to 
and requires special 
feeflities. Customers do 
not maintain large stocks of 
soda ash — a manufac- 
turer keeps less than a week's 
worth an the premises - and 
they rely on the suppliers to 
keep the material flowing 


steadily Into the works. 

For gvampifl PflMngton, the 
it»aiBng UK gitres maker, has & 
very close working relation- 
ship with K3, which has sup- 
plied virtually all its soda ash 
for many decades. ICFs soda 
ash factories in Cheshire are 
conveniently close to Pflking- 
ton’8 glass works in St Helens 
on Merseyside. 

Mr Olivier Montfort. man- 
ager of Soivay’s soda ash busi- 
ness, says his company 
recently offered to supply Pflk- 
ingtem in St Helens with Soil- 
ray soda ash at the same price 
as it sells the material to 
F lachgias, PHkfagton’s German 
subsidiary, with transport 
costs added. “They could not 
accept it,” he says. 

The great misfortune for the 
synthetic soda ash producers 
was file discovery in the 1950s 
of vast deposits Qf a miner al 
called trona in Wyoming, USA. 
Trona is a naturally occurring 
form of soda a«h (sodium car- 
bonate) and represents a 
cheaper source of the material 
than the Solvay process. In 
1986 the last Solvay plant in 
the US dosed down after mak- 
ing heavy losses for several 
years, leaving the US field 
dear to a group of six compa- 
nies selling natural soda ash_ 

The group operates an export 
cartel, American National Soda 
Ash Corporation (Ansae), which 
has had great success sdling US 
ash in Asia and South America. 
Small quantities have come into 
E&ngie, particularly when the 
dollar was very weak in the mid 
1980s, but fire EC anti-dumping 
duty of $65 per tonne effectively 
shut out US imports. 

After the EC lifted the duty 
last October, it told Ansae that 
it could not operate as a cartel 
m Europe. That decision has 
somewhat delayed US ship- 
ments to Europe, while the six 
individual companies make 
their own export arrange- 
ments, but sources in the 
industry say that significant 


amounts of American sa b are 
beginning to reach UK and 
west European ports. 

The US producers say they i 
are aiming to win at least 5 par 
cent of the European market ' \ 
But they are acting cautiously, 
in response to an EC wanting 
that it would monitor their 
activities closely and re-impose 
the antidumping levy firnnodi. 
ately if there was any evidence 
of unfair activities. Richard 
ICTs commercial manager for 
soda ash, says some US material 
is reaching Europe at prices 
very dose to dum ping levels. 

Mr Montfort says Solvay 
accepts that the Americans will 
win a shea of fire west European 
market Some atessmakets nwn- 
good harbours - for example in 
the Rotterdam/ Antwerp region 
- may take as much as 10 per 
cent of their soda ash from the 
US, he says, although they will 
be reluctant to go beyond that 
level and jeopardise the 
longterm security of their rela- 
tionship with Solvay. 

Solvay plans to make up for 
the loss of market share In 
western Europe by winning 
business in the east. The com- 
pany is dose to regaining con- 
trol of the Bemburg plant in 
eastern Germany, which was 
appropriated from Solvay in 
194ft As soon negotiations with 
the Treuhand privatisation 
agency are complete, Solvay 
wffi invest DM200m in Bem- 
burg, which can produce 
500,000 tonnes per year. 

Meanwhile ICI says it has 
been approached by a number 
of east European countries. 

"We’re looking at a variety of 
options,” said Mr Bob Colfrcut, 

ICI soda ash manager: T think 
that soda ash is an industry 
that eastern Europe might 
want to concentrate on, since 
it is not enviro nmentally one 
of the worst industrial activi- 
ties and it is used in so many 
other basic industries - partic- 
uarly glass, detergents and 
diem* 
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WHY ARE WE INVESTING 
DURING A RECESSION? 



If we held investment back, our profits might well 
improve - in the short term. But they’d suffer in the 
long run; and so would our customers, employees and 
shareholders. 

Investment is crucial to all our business plans. So 
we’re putting money into training, technology, branch 
refurbishment and new working practices. 

In retail banking, for example, we’re taking the 


paper out of our branch offices; refurbishing over 800 
branches in the next 3 years; increasing sales space and 
sales staff; cutting waste and unnecessary bureaucracy. 
This year; investment in training has increased more 
than 50%. It’s part of our drive to improve quality, 
service and profitability. 

Of course, the recession affects us as it does others. 
In particular, it affects the level of provisions we must 


make against bad and doubtful debts. But we have 
the financial strength to look beyond the recession and 
continue to build our business. 

In this way we can maintain our competitiveness: 
thus providing our customers with services of the 
highest quality, and building long-term value for our 
shareholders. 

Through the recession and beyond. 

Banking and beyond. 


ASSETS: £27 biffion. SHARE CAPITAL AND RESERVES: £L8 billion. CURRENT AND DEPOSIT ACCOUNTS: £23 billion. ADVANCES: £U billion. FUNDS UNDER MANAGEMENT AND ADVICE: £22 billion. 

TSB: TSB Branch Banking; T5B Banking Services; TSB Trust Company. HILL SAMUEL: Hill Samuel Bank; Hill Samuel Fin a ncia l Services; Hill Samuel Investment Management; Private Client Services. COMMERCIAL: Noble Lowndes; Swan National; WescoL 
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THE FALL-OUT from the monetary 
and political unification of east and 
wrest Germany last year has left 
German policy-makers facing two 
very different economic chal- 
lenges. 

Reliable statistics for industrial 
production and employment in the 
eastern Under are still hard to 
come by, but it Is quite dear that 
the east German economy has col- 
lapsed over the past nine months 
under the dual burden of competi- 
tion from the west and rapidly ris- 
ing east German wages. Mean- 
while, consumer demand and 
industrial output in west Germany 
have continued to grow at an 
apparently unsustainable pace, as 
the economic indicators show in 
the chart 

The growth of output of west 
German companies has acceler- 
ated since the collapse of the Ber- 
lin wall in October 1989, when east 
German consumers were first able 
freely to travel to the west Indus- 
trial production in 1990 was 55 per 
cent higher than in 1989. 

Companies have also switched 
resources away from producing 
exports in order to supply the 
expanding home market The cata- 
lyst for this change was the deteri- 


A Germany divided poses new challenges 


oration In Germany's export com- 
petitiveness which has occurred 
over the past year. Rising German 
interest rates have a ttracted for- 
eign capital into Germany, causing 
the D-Mark to appreciate and 
pushing the German current 
account Into deficit In January of 
this year. 

Retail sales were buoyant in the 
western Tender in late 1989 and 
early 1990. but It was monetary 
unification last July, and the con- 
sequent rise in the purchasing 
power of east German savings, 
which provided the biggest fillip 
far west German retailers. Retail 
safes In the third quarter of last 
year were 13-3 per cent higher 
than in the equivalent period in 
1989, compared to 6 per cent 
higher sales in the second quarter 
of 1990. 

The demand far labour in west 
Germany has also increased 
sharply as companies have expan- 
ded production to. meet rising 
demand for their output Vacancies 
in 1990 were almost double their 
level of 1988, white unemployment 


West Germany 


Percentage 
6.0 


Indices (1985 = 100) 
140 



5.0 H Retai Sales Index 
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foil to 4.5 per cent of the workforce 
in February 1991, from 75 per oent 
In 1985. 

This increased tightness in the 
labour market has been mani- 
fested In a rise In the level of 
wage claims. This combination of 
strong consumer demand and 
increased wage pressure explains 
Why the Bundesbank remains ner- 


vous about inflation and may want 
to increase interest rates In Ger- 
many again, despite failing output 
and rising unemployment in the 
east 

These and many other trends in 
tiie world economy are visible in 
the fourth of our new series of 
statistical tables for the six largest 
industrial countries. It follows 


tables covering National Accounts 
(April 8 1991), Balance of Pay- 
ments (April 15 1991) and Money 
and Finance (April 22 1961). 

Today’s table consists of five 
series which together provide a 
detailed picture of both historical 
trends and future prospects for 
Industrial output retail sales and 
employment 

The industrial production and 
retail sales series are shown 
annually In index form (1985 » 
100), end quarterly and monthly as 
growth rates on the equivalent 
period in the previous year. 

Because all countries calculate 
unemployment rates in different 
ways, the table contains standar- 
dised unemployment rates for 
each country, adjusted by tee 
OECD from national sources to 
approximate to the International 
Labour Organisation (ILO) defini- 
tion of unemployment 

This definition includes only 
those persons of working age who 
are without work, available for 
work and actively seeking work. 
This unemployment definition may 


not adequately capture the true 

rate of unemployment Published 
figures for unemployment I n east 
Germany, for example, understate 
the true level of unemployment 
considerably, since many 
“employed* workers are merely 
being paid to stay at home until 
they can legally be made redun- 
dant later this year. 

Changes in the level of job 
vacancies in an economy often 
provide an advanced warning of 
future changes in unemployment 
or Inflation, yet few countries 
attempt systematically to record 
tola) available vacancies. 

In the UK, the available measure 
of vacancies — unfilled vacancies 
at job-centres — is estimated to 
represent about one third of total 
vacancies in the economy. No 
vacancy data are available at all 
for Italy, while In the US a help- 
wanted Index, based on jobs 
advertised in main metropolitan 
newspapers, is used as a proxy 
for actual vacancies. 

The table contains a vacancy 
rate indicator which the FT has 
constructed for each country 
except Italy. The available raw 
vacancy data for each country, or 
proxy for the US, have been 


divided by total civilian employ- 
ment, to adjust for changes in the 
size of the employed work-force, 
and converted into an Index with 
1985 - 100. 

This vacancy rate Indicator is 
Informative, but must be used with 
care. Only general trends In the 
index can be compared across 
countries, not levels or even per- 
centage changes. Even within 
countries, percentage changes in 
the index over time must be Inter- 
preted with caution. 

The composite leading indica- 
tors are weighted averages of a 
number of forward-looking 
economic indicators for each coun- 
try, which are compiled by the 
OECD, Cyclical movements in tee 
monthly index should precede 
cyclical fluctuations in the index of 
industrial production by about six 
to nine months. 

The indicators Included In the 
index vary across countries, but 
will often Include share price 
movements, housing starts or 
results from surveys of business 
confidence. 


Edward Balia and 
Jill Leytand 



The few blue whales 


remaining alive in the world 
are no match for the predator 
who has carelessly eliminated 
eight hundred species of life 


from the face of the earth 


in this century alone: Man. 

Like every other creature in the sea, 
the blue whale requires dean water to live. 
The Samsung Group 
has designed and is currently producing 
supertankers with a double-hull. 


double-bottom construction 


that prevents oil spills. 

The vessels, which are being built 
for major oil companies 
in the United States and Europe, 
are proof that technology 
can make man a protector 
instead of a predator. 


SAMSUNG 

Technology that works for life. 


TTie Samsung Group 


InteoMtioral Trade. Seetrorrio. Beoron Devices. BectraHechanics. General Own**, SuobulIdkwftH^bvfc-rrUc 

Aerospace. town***. Engineer** ftuncblServte. fcod&FWx®***. 

C20. Box 158ft Seoul. Korea Tel: (02) 7240394 Fac (02) 739-5672 &Tc«ao 
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Ministers face questions on NHS funds 


iV 


By Alan Pike, Social Affairs Correspondent 


THE UPROAR over National 
Health Service funding pro- 
voked by job cuts at two trust 
hospitals is set to continue in 
the run-up to Thursday's local- 
government elections. 

Opposition MPs plan to press 
ministers again today after last 
week’s announcement of about 
600 job losses at Guy's Hospi- 
tal, London, and a probable 300 
at the Bradford Hospitals 
Trust 

The financially provoked 
cuts, announced less than a 
month after the introduction of 
the government’s NHS 
reforms, have led in renewed 
calls for publication of the 
business plans on whi ch minis- 
ters granted self-governing 
trust status to 57 hospitals and 
other services. Mr Robin Cook, 
Labour health spokesman, 
written to Mr William Walde- 
grave, health secretary, aciring 
whether the proposed job 
losses at Guy’s were in its 

plan. 

Mr Waldegrave, in a BBC 
radio interview yesterday, said 
it would have been wrong to 
expect hospital managers to 
predict last year - when the 
business plans were prepared 
- exactly what their income 
would be for this year. 

He agreed that a study by 
Coopers & Lybrand Deloitte, 
chartered accountants and 
management consultants, had 
shown that only about 12 of 
the trust candidates were with- 
out any financial difficulties. 


Mr Waldegrave said, however, 
that it had been his job to 
judge whether the solution was 
going to come “from the. very 
management structure which 
had cr eated those problems" or 
from setting up trusts. 

Under the health reforms, 
trust hospitals such as Guy's 
nonage their own day-to-day 
affairs. All hospitals, whether 
trusts or directly managed, 
now receive their finance from 
contracts negotiated with 
health authorities and general 
practitioners. That more com- 
petitive funding system means 
that further cuts and service 
reductions like those 
announced last week are likely 
- particularly in London, 
where the hospital sector faces 
substantial rationalisaticHL 

The Guy's and Bradford job 
cuts, coming so soon after the 
start of the reforms and just 
before the local government 
elections, have embarrassed 
the government 

Mr Peter Griffiths, chief 
executive of Guy's hospital, 
stands by big decision to tell 
his staff last week that jobs 
needed to be shed. 

He said: "Too often, prob- 
lems in the NHS have been 
caused by money running out 
towards the end of the finan- 
cial year and forcing hospitals 
into sudden, unplanned deci- 
sions. I thought it was right to 
make the position dear at the 
start of the financial year so 
that we would have as much 



Battle resumes: WHHam Waldegrave (left) faces fresh attacks from Labour’s Robin Cook 


time as possible to tackle it* 
On Saturday Mr John Major, 
the prime minister, and other 
minis ters met medical and 
health specialists to discuss 
targets for improving the 
nation’s health. The meeting 
kept to its planned agenda, 
although Mr MqjOF e mphasised 


to his audience that the gov- 
ernment had no intention of 
reducing the overall resources 
devoted to the NHS. He said 
the objective was to get more 
health care for every pound 
spent 

The plans for health targets 
discussed on Saturday will be 


published by the Department 
of Health next month. 
Although the idea is welcomed 
by health specialists, it is 
likely to generate mime contro- 
versy. Critics say that the gov- 
ernment’s economic policies 
have added to the health prob- 
lems of poorer people. 


Ribble Valley has rattled 
Tories in the north-west 
I 


NEWS IN BRIEF 

Ulster talks 
will start 
tomorrow 

THE FIRST discussions in the 
round-table talks on Northern 
Ireland's political future win 
be between government minis- 
ters, the nationalist Social 
Democratic and Labour party 
and the AlHnnce party, Ralph 
Atkins writes. The talks start 
tomorrow. 

Leaders of the Unionist par- 
ties are not expected to meet 
Mr Peter Brooke, Northern 
Ireland secretary, until late 
this week. The first plenary, 
involving all the political par- 
ties and covering devolution in 
tiie province, is expected to be 
held next week. 

The Irish government will 
enter the talks later, when dis- 
cussions are extended to 
include the relationship 
between north and south 
Ireland and between London 
and Dublin. 


Assault on crisps 

EUROPEAN legislation that 
would outlaw certain flavours 
of British crisps may be 
blocked by Euro-MPs. 

The European Commission 
is refusing to change a draft 
directive cm the use of sweet- 
eners that would outlaw the 
process tor producing different 
flavours. Crisps were omitted 
from a list of exempted foods. 

The draft legislation must 
now go to a second reading in 
the E ur opean parliament. 

European bank plea 

A EUROPEAN central bank 
should be based In London, 
already the leading financial 
centre of Europe, Lord Alexan- 
der of Weedon, chairman of 
National Westminster Bank, 
said yesterday. „ ^ 

Writing in NatWestis Quar- 
terly Review, be urged the 
government to play a positive 
role in the develop ment of the 
European monetary system. 

Food deficit 

THE UK food Industry is “los- 
ing the competitive war", Mr 
Paul Judge, chairman of Food 
From Britain, the government- 
funded export promotion 
group, said at a food exhibi- 
tion In London yesterday. 

“British food and drink was 
in deficit by £5bn last year,” 
he said. “More than half of 
that is from products which 
can be grown in the UK.” 


Polls mixed ahead of local elections 


By Ralph Atkins 

CONFLICTING opinion polls 
suggest that neither the 
Labour party nor the Conser- 
vative party has a clear lead 
ahead at Thursday’s local elec- 
tions, but the Tories have 
received some cheer about the 
effect of the new council tax. 

Mr Michael Heseltine, envi- 
ronment secretary, speaking 
on LBC Radio, em phasised the 
prime minister’s strengths on 
domestic and international 
stages. He said: “This has 
brought us up to a position 
where we are in striking dis- 


tance of a fourth election vic- 
tory. We are not quite there 
yet but in striking distance.* 
As eampaigning intensifies 
ahead of Thursday's elections, 
opinion paDs gave widely dif- 
fering impressions of how the 
p arties are faring 

Most worryingly for Labour, 
an Independent On Sunday 
poll by Numbers Market 
Research gave the Tories a 10- 
percentage-paint lead. Labour 
officials dismissed the results 
as “rogue". 

The Sunday Telegraph gave 


Labour a 
lead over the Tories and a Sun- 
day Times Mori poll put the 
Conservatives 2 points ahead 
of Labour. The Sunday Times 
estimated that the Tories were 
likely to lose 400 seats in the 
local elections, w hile Labour 
stood to gain about 600. 

The Sunday Telegraph poll 
said 52 per cent of voters 
thought Mr Major had been 
bold in dealing with the poll 
tax. A Sunday Express poll 
said 54 per cent were in favour 
of the council tax. 


Liberal Democrats, although 
standing at about 13 per cent 
or 14 per cent in the polls, 
remain pessimistic about 
Thursday's results, with one 
official admiring at the week- 
end that the party might malta 
net losses. 

The party talks instead of 
raising its influence in areas of 
strength, issuing a list of 12 
councils where It expects to 
take controL They include 
Cheltenham and Eastbourne. 
Council tax, Page ft; Letters, 
Page 17 


N THE north-west, the 
by-election defeat for the 
.Conservatives in the for- 
merly safe parliamentary seat 
of Rihble Valley in Lancashire 
has added spice to what was 
already destined to be a vigor- 
ous three-party tussle. 

The local authorities are 
likely to see shifts in power 
because a third of the seats are 
up for re-election and all the 
seats are to be contested in 11 
districts that have had bound- 
ary changes. Everyone on the 
register has a vote - for met- 
ropolitan borough councils In 
Greater Manchester and Mer- 
seyside and for district coun- 
cils in Cheshire, Cumbria and 
Lancashire. 

Crucially, both main parties 
agree that Labour needs 21 par- 
liamentary gains from the Con- 
servatives in the north-west at 
a general election to install Mr 
Nell Kinnock. its leader, in 
Downing Street 

Both m«m parties are mass- 
ing their resources for the 

fight 

Labour has 14 full-time offi- 
cials and organisers in the 
region, co-ordinated from a 
new headquarters in Warring- 
ton, Cheshire, at the hah of the 
region’s motorway network. 

In 1987, the last time most of 
this year’s contested council 
seats were fought. Labour did 
much worse than expected, 
failing to capture control of 
several councils. 

Labour then had fewer than 
half the full-time workers it 
has now, and most were 
diverted by the party's internal 
war against the Militant Ten- 
dency In Liverpool. 

The Conservatives' regional 
headquarters is in Bury, near 
Manchester, at the hub of a 
clutch of parliamentary mar- 
ginals, where three Central 
Office organisers help to coor- 
dinate 30 full-time constituency 
agents. 

At election times. Labour 
gets additional help from 
full-time trade union officials. 
Therefore from an organisa- 
tional point of view, the two 
main parties are probably 
more evenly balanced in the 
north-west than ever before. 


Ian Hamilton 
Fazey says the 
poll tax is the 
main issue in 
this closely 
fought region 

and Labour is no longer in dis- 
array. 

The battleground Itself is 
one of the UK's key economic 
and political regions. With 
about 7m people, it is a third 
larger than Scotland and 
accounts for about a tenth of 
UK gross domestic product. 
About 2J»m and 1.4m people 
live in the conurbations of 
Greater Manchester and Mer- 
seyside respectively. 

there are 79 parliamen- 
tary constituencies, 38 
held by Labour. 37 by 
the Conservatives and four by 
the Liberal Democrats. Even 
some Labour workers admit 
privately that the task of win- 
ning 21 Tory seats may he too 
much, especially because the 
Conservatives hope to ga<» 
Rihble Valley and Southport on 
Merseyside from the Liberal 
Democrats. 

Yet the loss of the formerly 
safe Ribble Valley in a by-elec- 
tion last month on the single 
issue of the poll tax has rattled 
the Conservatives. At least 13 
of their seats are marginal. 
Senior figures with seats at 
risk Include Mrs Lynda 
Chalker, the overseas develop- 
ment minister, at Wallasey, 
Merseyside, and Mr David Trip- 
pier, environment minister , 
at Rossendale and Darwen in 
Lancashire. 

Of the 1,170 seats being con- 
tested, Labour is defending 471, 
the Conservatives 413 and the 
Liberal Democrats 116, with 75 
independents and 11 old-style 
Liberals in Pendle. 

Generally, towns and cities 
already in Labour hands are 
expected to stay so. Conserva- 
tive apprehension will centre 
on the hung councils of Wirral 


and Sefton - both on Mersey- 
side - Chester, Cheshire’s 
Vale Royal, Blackpool and Lan- 
caster, where the Liberal Dem- 
ocrats are not strong, giving 
Labour a good chance of taking 
controL 

Conservatives will also be 
concerned with results in 
wards in Conservative -held 
parliamentary marginals 
where Labour came a strong 
second in 1987 - Ellesmere 
Port and Neston, Barrow-in- 
Furness, Bolton North-East, 
Bury North, Bury South, Hynd- 
burn, Lancashire West, Pen die. 
Rossendale and Darwen and 
Wallasey. 

The parties will also scan the 
results for an Indication of 
whether the next general elec- 
tion will be a three-party one. 
In Bolton West, Stockport; and 
Pendle a strong showing by the 
Liberal-SDP Alliance ensured 
Conservative victories over 
Labour in 1967. Labour stands 
to gain those seats if it can 
pick up a relatively small num- 
ber of votes from former Con- 
servative and Liberal Demo- 
crat voters. 

What happens in Lancashire 
may be the most failing indica- 
tor of the electorate’s mood. 
Because six district councils 
have to be elected in their 
entirety, more thaw 421 seats of 
the north west's 1,170 will be 
contested in Lancashire alone. 

Many are in places such as 
Hyndburn and Rossendale. 
where working-class owner- 
occupation is nigh - but the , 
houses were formerly low- , 
rated. Thousands who voted ' 
Conservative in such marginal " 
constituencies in 1987 have - 
been poll tax losers. 

All parties say that their 
early canvass returns show the 
poll tax to be the dominant, 
possibly the only issue. ’ 

The Conservatives say every- 1 
thing will depend on how well 
people understand the mecha- . 
nisms by which this year's poll 
tax hills are being reduced for ; 
all and how the poor will . 
receive further reductions. 

Party workers will have to 
wait for May 2 to discover how 
the voters of the north west 
have judged the argument 


Sales show consumers 
keen on cleanliness 


By John Thornhill 

IN SPITE of impressions to the 
contrary, Britain is increas- 
ingly becoming a nation of 
squeaky-clean people who 
wash their clothes regularly 
and take pride hi keeping their 
homes spick-and-span. 

According to a new report 
from Euromonitor, the market 
research company: “The 1970s 
hippies and 1980s punks have 
given way to the 1990s con- 
formist, with the mid-1980s 
spending boom fuelling a 
youth culture geared towards 
smart and sophisticated attire 
and quality clothes." .! 

Partly because of food 
hygiene scares, consumers 
have placed an increasing 
emphasis on cleanliness in the 
home in recent years and 
demand for household cleaning 
products, such as kitchen 
cleaners and washing powders, 
has grown strongly. 

The overall market for such 
items grew by 8.7 per cent in 
1989 and was estimated to have 
expanded by a further 7.1 per 


cent in 1990, showing few signs 
of abating, in spite of reces- 
sion. 

The trend towards more 
expensive clothes and fabrics 
has increased demand for spe- 
cialist cleaning products, 
although not at the expense at 
environmental considerations, 
which, Enromonitor suggests, 
represent the “overriding influ- 
ence” on the UK household 
cleaning market 

British consumers are 
increasingly using environ- 
mentally friendly trigger-ac- 
tion sprays and are rejecting 
phosphate-laden detergents. 

- However, in spite of the gem 
eral increase in cleanliness, the 
humble bar of soap has sur- 
prisingly been one of the few 
in the market to suffer and has 
steadily lost sales to more 
sophisticated products. 

Household Geamng: UK and 
European Trends and Forecasts 
to 1995. Euromonitor, 87-88 
TuntmUl Street, London. EClM 
5QU. £850. 


Smoking diesels blamed as 
main source of pollution 


LORRIES and cars are now-the 
main source of smoke pollu- 
tion. according to the National 
Society for Clean Air. The soci- 
ety, in a report published 
today, expects the position to 
get worse. 

The society mainly blames 
smoking diesel engines and 
lack of official control. Its 
report says police and environ- 
mental health officers should 
be empowered to make regular 
checks on smoking vehicles. 


In spite of tougher environ- 
mental standards far new cars, 
there is no effective system for 
curbing smoking lorries and 
cars once they are an the road, 
the society says. 

The Department of the Envi- 
ronment now encourages the 
public to report smoking 
vehicles to Department of 
Transport area offices, but the 
society’s survey showed that 
the DoT response was uncer- 
tain *md confosed. 
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MOM 


SUN LIFE GLOBAL PORTFOLIO (SICAV) 
Registered Office: 14, Rue Ak fri ngen, Luxembourg 
RC: Luxembourg B No. 27526 
DMDBID ANNOUNCEMENT 
The Board at Directors announce that a dividend has 
been declared on each of the below mentioned 
Portfolios at the rate per share shown which win be paid 
on 15th May 1991 to the respective Shareholders of 
record of those Portfolios as at the close of business 
on 28th March 1991. 

9.5 cents (U.S.) per share for Global Bond Portfolio 
4.0 cents (U.S.) per share for Global Masters Portfolio 
4.0 cents (U.S.) per share for Global Recovery Portfolio 
3.15 p per share tor Haven Portfolio 
0.55 p per share for UK Growth Portfolio 

The Board of Directors 
28!h March 1991 



TELEPHONE; 071-828 7233 
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FTSE100 
Apr. 2474/2484 46 
Jun. 2494/2504 44 


WALL STREET , 
May 2913/2925 +1 
jun. 2918/2930 41 
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HOW WELL DID YOU RIDGE THE MARKET? 


“A proven capacity for complex financing 

structures. —Aerospace Finance, London Branch 



Many banks can help with the financing of new 
aircraft 

But where the funds are sourced, and how they are 
structured, can make a big difference in the overall 
efficiency of the financing programme. 

At Sanwa Bank, we’re confident that the financing we 
structure will ensure a smooth take-off for the world’s 
expanding airline fleets. 

With specialists in London, Tokyo, Hong Kong, and 
key centres in the US, our aerospace team is amongst 
the largest of any Japanese bank. 


We have over 200 offices worldwide, covering the 
full range of corporate financial services. Our client 
base in Japan is unrivalled for its diversity. 

And, everywhere, we know our clients’ needs. 
Resources like these enable Sanwa specialists to 
tailor highly efficient financing solutions to meet the 
precise needs of the world’s leading airlines. 

Just one more reason why we’re the world’s 3th 
hugest bank.* 

For aerospace financing and other services, see 

yOUT Sanwa banket *1990 Institutional Investor survey 


& Sanwa Bank 

Sanwa bankers are working for you everywhere. 


Branches London: 44-71-283-5252 
Brussels 32-2- 507- 12-11 
OuaddotE 49-21 MQOOOO 
Munich: 4089-296205- 6 
Mt 33-1-42-60- 300O 
Milan; 39-2-63641 
M*Wd: 34-1-555-0301 


Tokyo Headquarters: 1-1, Otemachi 1-chome, Chiyoda-ku, Tokyo 
The Sanwa Bank European Network 

Rep. Office? Mancte a wn 44-61-835-3068 Subsidiaries: Sum iMenutional pie 44-71-22D-722V 

Edinburgh. 44-31-220-6660 Sbm Ffatandal Semes United: 44-71-623-7991 

B irmi ng h a m : 44-21-200-1000 Sanwa Bnrinm Credit (UK) li mi te d: 44-71-469-9977 

Amsterdam: 31-20-753111 Sanwa International (Intend) PLC 353-1-751999 

tanltfitrc 44L69-172S55-6 Sanwa Bank (DeuscUand) AG: 49-69-7241293 

Berlin: 37-2-20307-472 Samw Ixmag (PoUSCbWI) GmbH: 49-211-160004)3 

Lisbon: 3314-633612 Sown Bank (Sdmdz) Mk 41-1-361-6686 


Issued by The Suva Bank. Limited, incorpofaied m Japan end A member rf The Securities Association and Tte Assoentkm of Futures Broker* and Dealers. 
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Fox move to Thames TV aids franchise bid 


By Raymond Snoddy 

SIR Paul Fox has joined the 
board of Thames Television 
just a few days after retiring 
from the BBC as managing 
director of network television. 

The arrival of Sir Paul, who 
is president of the Royal Tele- 
vision Society and who will 
attend his first Thames board 
meeting on Wednesday, is a 
boost to the ITV company In 
its ftflTn jwi g n to retain its fran- 
chise. 

Thames, the largest ITV 
company, will be challenged 
for its franchise In next 
month's bids by Mr Michael 
Green's Carlton Communica- 
tions and by a joint venture 
linking Mr David Frost, the 
broadcaster, and Mr Richard 
Branson's Virgin group. 


Sir Paul, former man agi ng 
manag in g director of Yorkshire 
Television, also confirmed yes- 
terday that he would be chair- 
man of Daybreak, an Indepen- 
dent Television News-led bid to 
oust TV-am, the breakfast tele- 
vision company. 

Apart from ITN, the Day- 
break consortium includes 
Carlton; The Dally Telegraph; 
MAI, an advertising group; 
NBC, the American network 
company; and Taylor Wood- 
row, the construction com- 
pany. 

Sir Paul was critical yester- 
day of TV-am’s Gulf war cover- 
age. He said ITV had decided 
to follow TV-am each morning 
with news from ITN to put 
right the deficiencies of 


the breakfast company. 

Later today, another ITV bid- 
der will announce its plans - 
Television Northern Ireland 
(TVND, which will bid for the 
franchise held since the early 
days of ITV by Ulster Televi- 
sion. 

The Duke of Abercom, the 
former MP for Fermanagh and 
South Tyrone, is to chair a con- 
sortium backed by Thomson 
Regional Newspapers, publish- 
ers of Northern Ireland's larg- 
est newspaper. The Belfast 
Telegraph. 

The consortium brings 
to geth er a number of .leading 
Ulster businessmen, including 
Mr Roy Bailey, president-desig- 
nate of the local CBL TVNFs 
programme controller, Mr Alan 


Wright, was the original pro- 
ducer of the local magging 
programme. Good Evening 
Ulster, and until recently was 
head of programmes at Chrysa- 
lis Television. 

In what has turned out to be 
a ferocious battle for the 
Northern Ireland licence in 
spite of the political sensitivi- 
ties. another bidder. Lagan 
Television, has entered the 
fray. 

Lagan is being advised by Mr 
Bryan Cowgirl, the former 
managing director of Thames 
Television, The Lagan consor- 
tium, which says it is oversub- 
scribed, includes boxing prom- 
oter Barney Eastwood, and Mr 
RJ. McCartney, QC, a leading 
local lawyer. 


TVNI and Lagan wfQ argue 
the need for better-quality 
local p rogr am mes in Northern 
Ireland, and will express a 
desire to main* a more signifi- 
cant contribution to the ITV 
network than Ulster has so ter 
done. 

It Is unhkety that the North- 
ern Ireland television franchise 
will go simply to the- highest 
bidder. 

The Independent Television 
Commission will almost cer- 
tainly want to weigh Ulster 
Television’s experience of cop- 
ing with Northern Ireland’s 
political troubles against the 
bidders' promises of more 
exciting local and network pro* 
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Sir Paul Foe left the BBC to join Thames Television 


Council tax may increase PSBR by £5bn a year, report says 


By Nell Buckley 

THE Introduction of the new 
council tax may lead to a £5bn- 
a-year increase in the public- 
sector borrowing requirement, 
requiring increased Issues of 
gilts or a delay in tax cuts, a 
report published by Midland 
Montagu Research warns 
today. 

The report, which appears in 
Midland Montagu's GreenweU 
Gflt Weekly, says that the gov- 
ernment's attempts to minim- 
ise the local tax burden on 
individuals through subsidies 


to local authorities or transi- 
tional relief schemes may 
increase public-sector borrow- 
ing in the next three years. 

Councils have borrowed 
much more thou forecast in 
recent years, to 1990-91, coun- 
cils borrowed a record £&5bn, 
more than the total borrowing 
in the tour years before. 

Tfl g ti wage settlements and 
greater demands on local ser- 
vices may push up council 
spending even further in the 
coming year. 


. Borrowing might increase 
still more in the short term, as 
the report tears that the rate of 
collection of the poll tax may 
fan 

“Now that the government 
Hue Is to abolish the tax - as 
it Is ‘uncollectable’ - it is 
unlikely that the collection 
rate will pick up in the coming 
year," the report says. “It 
would not be surprising if the 
commitment of some authori- 
ties to tax collection also 
wavered." 


to the medium term, higher 
subsidies from central govern- 
ment may be required to keep 
poll tax bills down in the year 

1992- 93, especially if the collec- 
tion rate has fallen the previ- 
ous year. Because of the politi- 
cal sensitivity of the issue, no 
government could allow trills 
to grow too big. 

to the long term, the intro- 
duction of the new tax in 

1993- 94 may lead to higher 
spending - as happened when 
the poll tax was Introduced. 


That is because the reorganisa- 
tion might * priii “muddy 
waters of responsibility and 
accountability". 

Local authorities might 
increase spending on services, 
and blame that on central gov- 
ernment cuts. After the poll 
tax embarrassment, the gov- 
ernment wiight feel compelled 
to raise grants to authorities to 
spare the taxpayer. 

For 1991-92, the report fore- 
casts 1 he contribution of local 
government overspending to 


the public-sector borrowing 
requirement might be almost 
£ 2 bn. In later years the cost of 
introducing t he n ew tax might 
increase the PSBR by £5bn or 
more. 

The report claims the coun- 
cil tax mil be more workable 
than the poll tax. and says that 
ultimately it could have a posi- 
tive effect on public finances, 
by bringing greater stability, 
and wmfrhig it metre difficult 
for local authorities to go on 
“spending sprees". 


The best output at hand. 







There really are only two ways to get 
top quality without leaving your desk. 

The first is to get yourself promoted to 
Chairman so you can get a desk so 
huge it can comfortably house a 
medium sized print works. The other is 
fortunately much simpler get yourself a 
personal printer from Hewlett-Packard. 

They’ve just unveiled their roost 
advanced 4 ppm model: the brand new 
HP LaserJet HIP. It uses HP advanced 
PCL5 printer language for font scaling 
and vector graphics to create high 
impact documents. And with Resolution 
Enhancement technology it produces 
the blackest blacks, the sharpest 


letters and smoothest curves ever seen 
on such a compact laser printer. 

On the other hand, the HP DeskJet 500 
inkjet printer offers laser quality 
output at a dot matrix price. And yet 










the HP DeskJet 500 is so quiet you can 
hear a pin drop while you produce 
superb documents at your desk. 

In fact, as you can see, the letter, 
spreadsheets and graphics it turns out 
are so impressive you could find yourself 
behind the Chairmans desk anyway. 

For full details ring us on (0344) 369360 
and we’ll put you in the picture. 


HEWLETT 
PACKARD 

TH 3 B FOSSIBniTYlIAlffi bmt.tit 


Pledge on 
unprofitable 
rail lines 

By Emma Tuckar 

MR Malcolm Rifkind, the 
transport secretary, said yes- 
terday that privatisation of 
British Rail would not proceed 
without safeguards to protect 
unprofitable fines. 

The government has yet to 
say which of various options it 
will choose for the br^k-\jp of 
BR's monopoly, but Mr Ri fkin d 
said he was considering open- 
ing up use of the e x isting rail 
networks to new operators. . 

“Certainly what we hope to 
see Is either the whole of Brit- 
ish Rail or a very substantial 
proportion of British Rail In 
the private sector during the 
course of the next parliament," 
he said on BBC Television’s On 
the Record programme. 

“We accept that when the 
railways are privatised it will 
be necessary fin: the govern- 
ment to continue giving finan- 
cial support to ensure that all 
railway services that are 
socially necessary are able to 
continue providing that ser- 
vice." said Mr Rifkind. 

He said operators ’ that 
wanted to run services on 
unprofitable routes would be 
asked for their assessment of 
the minimum subsidy- they 
needed. 

If BR could provide the ser- 
vice with a subsidy, it would 
be awarded the contract, but 
anyone providing the same ser- 
vice at less cost to the taxpayer 
would also be considered, Mr 
Rifkind said. 

He could see no reason, so 
long as safety standards were 1 
met, for other operators not to 
be granted access to all BR’s 
track if they wanted to provide 
freight or passenger services. 

Privatisation of BR, which 
would be included in the Con- 
servative party manifesto, will : 
probably happen in the mid i 
1990s, Mr Rifkind said. 


British Gas 
considers r 
Ofgaspricg 
formula 

By Deborah H w gT Mfw 

THE BOARD of British 6* 
met late yesterday' for la#., 
minute consultations over Bar 
new tariff price format* 
suggested by the eompafcfk 
regulator, the Offiw of Qa* 
Supply (OfeasL ■ ^ : 

It looks increasingly fitojy 
that tlw company wtu etemt 
the proposals, which WUl 
impose tough controls, on the 
prices British Gas can efcktae 
its 17m domestfogsr rare for 
the next five years. 

If British Gas refects the 
mala, it will have to submit its 
arguments to & lull investiga- 
tion by the Monopolies and 
Mergers * Commission. That 
would Involve the disclosure 
of additional information 
showing exactly where ft 
makes its profits- ; 

The new foosnla-win. set a 
limit on the infiatinnreteied 
price rises British Gas can 
impose on domestic users. 
That will be done by teenies- . 
tog the efficiency teeter, which 
has to be taken off toe rate of 
inflation to achieve the rate at 
which gas prices cu rise. 

By raising the efficiency tee- i 
tor to 8 to 5 percentage points 
from its level of 2 per- 

centage points. Of gas will 
force the company to trim its 
costs, possibly by cutting 
Jobs- 

The regulator Is also expec- 
ted to insist tiud BrffiaiiGw 
does not pus through the fidl 
rise in ftsNerth Sea gas costs 
to users In an attempt to 
make the company develop its 
own gas fields more effi- 
ciently. - • ; .. 

Mr McKinnon, direc- 
tor-general of Ofgas, could 
also announce a new set of ser- 
vice requirements tear British 
Gas to uphold today since con- 
sumer groups have urged, that 
efficiency cuts should not 
affect sendee standards. 

- The rogulifor is putting 
additional pressure on the - 

ttoa ventures ein the price of 
gas after the company’* 33 per 
tent price rise ter new power 
station gas purchases In 
March. 

Ifr McKinnon wouM like to 
see Thames ^ower. and a 
Mobil /Eastern Electricity 
power station venture agree to 
take gas under the new price 
schedule, but to receive dam- 
ages through the dvD courts 
that will reduce the price of 
flMfr gas to the pre-increase 
level. 

Other electricity companies 
are watching the taifcn closely 
and are threatening a round of 
writs if the two new power sta- 
tions are given what they l| 
see as preferential treat- 
ment 


FINANCIAL TIMES CONFERENCES 


ABUSPACE A COMMERCIAL. AVIATION Vi A RAPIDLY 
CHANGING WORLD 
Paris— -11 A 12 June 

An rtomatiooal conference to be arranged immediately prior to *w 
Paris International Air Show. 
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Unease among rail unions gathers steam 

Industry should ^ ^ 

^S’a e w jSb h S John Gapper looks at the risk to commuters of another ‘summer of discontent’ 


"Regulation 
dispute may 
delay start 
of Taurus 

By Richard Waters 

A DISPUTE has broken out 
between the City of London 
institutions and the govern- 
ment over who should regulate 
Taurus, the automated system 
which will handle the settle- 
ment of stock market transac- 
tions. 

The disagreement is threat- 
ening further delays to the 
^project, which has already 
‘been deferred from October 
until nest Spring. 

The latest dispute centres on 
whether the Department of 
Trade and Industry should 
oversee the system, or whether 
it sho uld d elegate the job to 
the Securities and Investments 
Board and the self-regulating 
organisations (SROs) set up 
under the Financial Services 
Act 

Oversight of the many bro- 
kers, company registrars, cus- 
todians and institutional inves- 
tors who “plug in’* to the 
Taurus Systran will be one of 
the biggest ami most im port a nt 
regulatory jobs in the City. 

Their “fitness and proper- 
ness" to be part of the system, 
^nd their financial stability, 
will need to be assured to pro- 
tect investors from fraud and 
other losses once the process of 
settling stock market transac- 
tions has been automated. 

Ur John Redwood, minister 
for corporate affairs, is thought 
to fear that giving the job to 
SIB and the SROs would lead 
to an unwarranted increase in - 
bureaucracy linked to the 
Financial Services Act 

It would bring company reg- 
istrars (which maintain share 
registers on behalf of compa- 
nies) and custodians (which 
maintain shareholdings for 
institutional investors) within 
the remit of the FSA regulators 
for the first time. 
r Cutting out the SIB, an the 
other hand , would ip^nn giving 
more regulatory power to Lon- 
don's International Stock 
Exchange, which is to build 
and run Taurus. This would be 
a significant development for 
the Exchange, which bad its 
regulatory functions emascu- 
lated by the FSA. The Stock 
Exchange hinted at further 
delays in the introduction of 
the system when tt said that 
Taurus will be launched "in 
the first halT of 1992. 


TROUBLE ON THE RAILWAYS 


Tube staff face changed working practices 


By John Gapper, Labour Editor 


LONDON Underground is to 
revive controversial flexibility 
proposals for its 22,000 staff 
which could allow station staff 
to sell tickets as well as super- 
vising platforms- The move is 
expected later this year despite 
current conflict over job cute. 

The plans are being consid- 
ered amid a dispute over the 
corporation's attempt to cnt 
1,005 jobs because Of financial 
difficulties. The RMT rail 
union is expected to announce 
today that members have 
voted for industrial action. 


Flexibility in the working 
practices of station staff, which 
would pave the way far a mul- 
ti-gkilled senior grarfp of star 
tion employee, is being dis- 
cussed by a onion and 
management working party. A 
broad set of flexibility propos- 
als known as Action Stations 
was among the rempAR of one- 
day strikes in 1389. 

London Underground has 
already drawn up plans to sus- 
pend any workers who take 
part in industrial action over 
the job cuts. Members of the 


TSSA white collar union have 
voted for strikes by a 575 to 289 
majority. 

Ur Roger Straker, London 
Underground personnel direc- 
tor, said the RMT was chal- 
lenging the corporation’s light 
to change the size of Its work- 
force. 

“They are asking us to put 
the clock back, and the answer 
has to be no." he said. 

Mr Straker said London 
Underground would negotiate 
fbrtber over job cuts, but the 
corporation would “take a very 


hard line indeed” if there were 
strikes. 

The corporation wants to 
avoid a protrac t ed campaign of 
selective action. 

It wants to increase the flexi- 
bility of booking staff, who are 
currently grouped into five 
separate grades and cany out 
no other platfo rm work. 

It wants flexibility for 
employees who operate as 
“relief" workers when rostered 
staff are absent to substitute 

for all grades of platform staff 

rather than frping confined to 


substituting only for their own 
grade. 

It also wants more freedom 
for platform staff to undertake 
some booking office work. 
Although the basic grade struc- 
ture would remain separate, 
there might be a unified grade 
of senior employee who could 
undertake both types of work. 

Broad flexibility proposals 
were at the heart of the Action 
Stations package, large parts of 
which were dropped when they 
provoked a series of one-day 
strikes in 1983. 


A 8 spring turns to sum- 
mer the temperature of 
discontent is rising on 
the railways. This afternoon, 
Mr Jimmy Knapp is likely to 
alarm London Underground 
passengers by announcing that 
his union has voted for 24-honr 
strikes on the network. 

That is only the start: it 
decided on Friday to ballot for 
similar action on British Raff. 
Threats of ghntiWmwnms Indus- 
trial action on both networks 
are familiar enough to com- 
muters. 

The series of on&day strikes 
in the “summer of discontent” 
in 1989 caused extensive dis- 
ruption before helping to force 
better terms for the unions. 
There is a danger that passen- 
gers will get caught in the 
crossfire a gain this summer. 

The echo of 1989 comes from 
more than a confluence of dis- 
putes on the two networks. 
The complications of the argu- 
ment are as deep as last time, 
involving changes In v w M wg 
practices as well as pay. 

The background is also simi- 
lar. efforts by managers to 
force uncomfortable chang e on 
workers amid financial con- 
straints. 

The difference between now 
and two years ago is one of 
intensity. The finawrial prob- 
lems of both BR and London 
Underground have grown to 
the paint where the managers 
are heavily squeezed. 

The recession has forcing a 
£350m rise in BR’s external fin- 
ancing Thrift; the Underground 
has sustained losses of tMm 
Once again, the outcome will 
depend heavily on which side 
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Pa sseng ers face the threat of industrial action on both und er gro u nd and rail networks 


engages the public’s sympathy. 

The 1989 dispute taught rail 
employers not to take for 
granted that commuters blame 
rail workers. 

The British Rail dispute has 
so far been a sample wrangle 
about pay. Because of the 
board’s firMfiriai problems, it 
maite an initial offer Of 6L5 per 
cent, improving it a little last 
week to what it said was its 
final offer of 7 per cent 

If extended to cover all 
12Qj0QQ employees, it would add 
£133m to BR’s stretched 
finances. Mr Knapp talks of the 
February inflation figure of 89 
per cent being the RMT*s “bot- 
tom line.” 


Mr Paul Watkinson, BR’s 
employee relations director, 
says that to offer more would 
be “irresponsible". BR has 
accepted a call from Aslef, the 
train drivers union, to take the 
dispute to the Railway Staffs 
National Tribunal, the indus- 
try's arbitration machinery. 

However, the RMT has 
decided to ballot 60,000 mem- 
bers on industrial action 
despite the arbitration. The 
1989 dispute was resolved 
through the RSNT when it rec- 
ommended an 8.8 per cent 
award for white-collar staff 
rather than BR’s “final” 7 per 
cent offer. 

However, the dispute could 


become mare complicated. BR 
is in the middle iff restructur- 
ing working patterns by introd- 
ucing flexible rostering over 
seven days a week which will 
bring down overtime rates. 

In return it is offering 
improvements in basic wage 
rates: it will put initial propos- 
als for drivers to Aslef this 
week. 

If there is a pay dispute, 
res tru c turi ng could get tangled 
up in the way that chang es in 
bargaining became part of tfrg 
1989 dispute. The London 
Underground dispute has also 
started over a simple issue: the 
right of the corporation to 
make job cuts. 


Mr Roger Straker, London 
Underground’s personnel direc- 
tor, says these cuts are no 
more prudent use of e^ff. 

London Underground man- 
agers have already drawn up 
plans to suspend workers who 
taitp part in industrial action 
rather than allowing a long 
campaign of selective strikes. 
This raises the possibility of 
huge disruption if the RMT 
implements action over cuts it 
says will lead to. relatively 
small savings of £400,000. 

Managers are counting on 
gaining public support for 
brisk action against the RMT, 
which they believe is led by a 
hard left faction. 

But they may face difficul- 
ties if the RMT plays success- 
fully on passenger disenchant- 
ment with services and staff 
cuts. The most potent element 
of the job losses would be the 
removal of 30 workers 
employed following the King’s 
Cross fire to ensure that dust 
trays under escalators are 
cleared daily. 

London Underground says 
automatic cleaning equipment 
mafcftg thfa unnecessary, but it 
was one of the recommenda- 
tions of the Fennell inquiry 
rntn King's Cross. 

This combustible mixture of 
grievances and pressures Is 
already wanning as the pay 
settlement date of April 8 
recedes without a pay rise in 
immediate prospect 

It could be settled by a mix- 
ture of arbitration and horse- 
trading over numbers. But 
there is a danger of the sum- 
mer of 1989 making an uncom- 
fortable return. 


Trade department to 
push for innovation 
and cutting red tape 

By Ralph Atkins 

MR PETER LJLLEY, trade and spokesman, said the DTI had 
industry secretary, is to become “an adventure play- 
ann ounce a revamp of his ground” for the No Turning 
department's formal objectives Back Group of Thatcherite 
this week in a speech setting Conservatives of which Mr Lil- 
out a free-market industrial ley is a member, 
policy for the 1990$. Lord Young set objectives iff 

A greater emphasis on qual- creating more competitive mar- 
ity of staff, innovation, and kets, improving Information 
deregulation will be included available to businessmen, 
in a working of departmental extending privatisation and 
objectives as set out in 1987 by protecting consumers and 
Lord Young, tben trade and investors, 
industry secretary. The emphasis was on enter- 

Mr Lilley’s speech follows a prise, wealth creation and in 
‘'brainstorming” weekend sum- reducing red tape, 
mit of DTI ministers last Mr LiUey will aim to build 
month. on. rather than alter, that free- 

Speaking at the Institute of market approach. But he will 
Directors in Birmingham, cen- seek to counter critics' claims 
tral England, Mr Lflley will set that the government does not 
out a non-interventionist role have an industry policy. He 
for government in industry, will argue that the long-term 
but he will stress his belief decline in manufacturing has 
that the DTI has a role in pro- been halted in the past decade, 
moting innovation. Mr Lilley will also cite gov- 

His speech comes as the eminent efforts to win con- 
opposition Labour party steps tracts in Kuwait for British 
up its attack on the govern- companies as an example of 
meat's handling of the econ- how partnership is possible 
omy. Mr Gordon Brown, between industry and govern- 
Labour’s trade and industry ment. 

News International faces 
dispute over staff cuts 

By Michael Smith, Labour Correspondent 

LEADERS OF tbe EETPU News International said yes- 
electricians’ union are likely terday that it was increasing 
this weds to order a ballot that salaries by 7 per cent to corn- 
might lead to the first signifi- pensate for the changes, 
cant industrial dispute at News This move takes minimum 
International’s London facility salaries for pressroom workers 
since the plant was set up five to £27,000. 
years ago. Mr Bob Shannon, the 

The union said that about EE ITU's national officer, said 
300 members at the plant in that about 40 Wapping workers 
Wapping, east London, had had joined the union at the 
requested the industrial action weekend. The union’s main 
ballot at the weekend after the aim was to get the company to 
company’s announcement of agree to talks. 

185 redundancies -about 130 at Although the EETPU claims 
Wapping and the rest at two membership of about 60 per 
other plants in Glasgow and cent, it does not enjoy collec- 
near Liverpool five bargaining rights. 

Union members, who are The redundancies and 
among 1,500 production work- changing work patterns form 
ers employed in the UK by Mr part of general cost-cutting 
Rupert Murdoch’s News Inter- after the completion of News 
national, are angry at the com- International's debt restructur- 
panys decision to put produo- ing. 

tion workers on a five-day Mr Shannon said any ballot 
week or nine-day fortnight, would be likely to Include 
against the present four-day questions on bath striking and 
week. action short iff stoppages. 
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Gloom governs the mnnuf acturing^ outlo ok 

Peter Marsh looks behind the CBI’s latest worifeoWjte when a recovery in production will take 

A nu XI i - — - ■- - - *— •' _ . « * 1.^1 dMkax. wm . * ' a 


A RE they waving or 
drowning? The ques- 
tion Is being asked of 
UK manufacturers, whose 
capability to mount a sus- 
tained recovery from the reces- 
sion is Qfwwtng indff scrutiny. 

The Confederation of British 
Industry last week said that 
parts of manufacturing indus- 
try were in a slump, with order 
books in many sectors lower 
than for 40 years. 

In recent weeks, official sta- 
tistics have shown a slowing in 
the rale of growth of exports 
and a large flwriiw* in manufac- 
turing output between January 
and February. Publication 
tomorrow of the latest CBI 
quarterly survey will give a 
more detailed view of manufac- 
turers 1 prospects. 

Even thou gh manufac turing 
accounts for just over a fifth of 
total UK output - down from 
a third in the *nid 1970 s — the 
sector has a disproportionate 
importance for the UK econ- 
omy. Many other parts of the 
economy, jncinding most ser- 
vice sectors, feed off it Four 
fifths of UK exports are facto- 
ry-made goods. 

Since manufacturing produc- 
tion reached an aU-time peak 
last March, It has fallen by 
more than 7 per cent In that 
period, employment in the sec- 
tor has declined by about 
170,000 - some 3 per cent of 
the workforce. The CBI expects 
another 300,000 jobs to be lost 


mr 




:-V .ftj* 


Against that, Ifr Keat- 

ing. director 4*' economic 
r esearch at Credft Stdese First 
Boston, a 5wh* swmtil stock- 
broker. argues -that twid fig- 
ures do net gtaays give an 
accurate d aft! ilpiKih of the nre- 
fulness of new toMU nept "A 
lot of spending as capital now 
is moreeffirignt ftamltwg H 
years age,” he says. 

In bare statistical terms, 
however, the eaflaok dees hot 
look promfoteg&r British fac- 
tories in terms ef tevesteMuL 
According to ftfe Thiinfaattmi 

for Economic Qa idtr atom and 


at S ctedi n ii eatolWBkK 


I 1 ! I. 11 ! T'i **F 


by the end of 199a. Many man- 
ufacturers are pinning tbftfe 
hopes on an ecenaraic mAurii 
around the summer. The fflafly 
path of any recovery fa bound 
up with the changes In UK 
manufacturing since the 
1980-81 recession, which 
claime d 2m jobs fa the sector. 
Since then, according to dne 
argument, companies have 
become better managed, muffle 
efficient and subject to fewer 
disruptive labour practices. 

Others, however, pofat to & 
large projected fall in rnnufoo- 
turing investment this year. 
They are also concerned about 
the disappointing results In 


recent years by British' bfteh 
nesses in high-tech areeh sash 
as electraucs and a drtte to tf 
m aj as srin g . 

Mr Correal Barnet, a Ott- 
bridge historian who is ft qte- 
dflhst on Britain's industrial 
decline staee tihe Second Marti 
War, says: "During the faKs 
we have seen a lot of motes* 
ftai site cle ara nce On manufac- 
turing], but not enough recon- 
struction. M 

Central to the argument fa 
the CBTs forecast that manu- 
facturing jtavestmeut te&faH 
this year by 17 per cent, after a 
5 per cent 4adtoe in 193&. That 
followed sever al years Of Ugfa 


mdShd speudhig - but aQowy'- 
ImBlttr a Mg redaction in oute 
imfUt pn»rrf- and machinery in 
Sfitody 1960s, it leaves levels 
aC fcfoflfan eat in UK mamdao- 
'tnil ne than they 

iwit the start of the decade. ■ 
.mjBto^hig tos^^ puts; 

pHH 8 with other evuntriefc 
sack' as Japan and German# 
where production companies 
hna btemBIy increased invest- 
fafflfa 4flrtng the 1988s. One- 
p«nfc Of view is that companies 
tfS need to tecrease capital 
dpateffiog during the 1960s at g 
.flbtaftsr rate than doting thip 
pfog^ftcade. 


fixed capital' formatted in 
Britain - wUeh indndes 
much .pNMittmflRKM 
investment ~ wffi decSna by 
-more than 3 pteamt tfatoynr. 

On the jirifaite ride, In 
recent yesra esf ^rtetw -have 


in toe ji ngMfoi Uf~*» rid 
trade tcteKiir tqr UK 
goods. The gjrimorti'NL new 
ata ato^jua g^gj^eMfe 

vk_ - 11 . m 1 

isveu HiMpiManimM 

exports iHresi-farewh- *t a 
health y^ rate wrer fta past 

faster! Thirt^a?' BritteaTto 
av r tteh frost iMtfbn oi-facte- 


dpikrw 

formal 




nseS « bmfimwMi 1 im the 
recent dtfaitfofofrtfKnfo. 
fat spite of Aa recostesUi and 


will take . place 

vdad many in industry argue 
is an ' overvalued exchange 
rate, exports hdd up well last 
year arm are stIE growing - 
albeit more slowly. In vokrate 
terms toe underiytng level of 
maunfactured exports - which 

yrrhuto w r a flr- ttaryf inch as 

ships, aircraft and gems - 
grew by 9 pec cent between 
1990 and 1989. -Between the 
first quarter of 1991 and the 
comparable period last year, 
growth was cot to 2 per cent. - 
Mr Thompson, chief 
economist at toe Engineering 
Employers Federation, behoves 
that the export record gives 
only one aide to the story- He 
says that' a large part of toe 
increase in exports over the 

r t few yean is repres ented 
toe assembly or repackage 
tea of hmxirted manufactured 
goods, particularly in high- 
value areas , such as advanced 
rinrtwinip. ecrafninent 
Although such "re-export- 
ing* of goods bought from 
otter countri e s fa a facta: of all 
modern industrial economies, 
Mr Thompson suspects that 
toe growth of toe phenomenon 
has been stronger in Britain in 
recant years than in other 
ap i itu Mi — al t ho ugh fa dif- 
ficult to prove with hard d ata. . 
“My contention fa that toe UK 
ma n ufacturing sector win not 
be trig enough to suppart the 
kind of expanding economy 
th at we need in toe 1960 b,” Mr 
Thtmipeoin says. 


Business confidence 

- r. r > ' 4 ’ " . • 

wfll recover soon, 
IBS report suggests 


By^heurtiCtelte 

BUSBJBSS confidence will 
recover .idgniftcantly in the 
next few wh iHh and . output 
soon after, according ' to 
research published today by 
the Centre for Economte Fore- 
casting at the London Bosteess 


Consumer coafidBaea in toe 
UK has recovered markedly 
since the end of toe Gulf war, 
the researchers say. Tot pro- 
ducer confidence remains 
stack at toe tow lends it sank 
to last autumn, hi spite of the 
end of the war and toe return 
of dl prices to pre-war levels. 

Business confidence should 
have returned to its pre-war 
trend by now, toe researchers 
say. Using statistical tech- 
niques tost purport to estimate 
toe trend, they argue that bust 
nesses In the UK remain 

• rmrfnly y w w hn l «Hn • 

- The latest Cktefederattap. erf 
British Industry quarterly 
industrial trends s urv ey, to be 


published tomorrow, should 
show a recovery in businesa 
confidence, according to toe 
LBS research. 

The LBS estimates that the 
percentage of respondents 
expecting output to fall over 
the next four months should 
exceed those expecting it to 
rise by only 15 percentage 
points, compared with 24 per- 
centage points in *ha March 
monthly survey. 

Leaked results fiem the CBX 
April survey suggest less of a 
recovery in business confi- 
dence. The percentage-point 
dif fere nce between those busi- 
nesses expecting output to fall 
rather than rise has fallen to a 
balance of just eight, according 
to a report In The Independent 
on Sunday. 

The Gulf War. recession and 
recovery. Centre far Economic 
Forecasting. London Au&zess 
School, Sussex Place, London 
NW14SA. 


Rolls-Royce job cuts rise 




By Emma Tucker 

THE number of staff to be 
at toe Rolls-Royce aeroengine 
plant- in Bristol has- Men 
increased by 200 to a possible 
1,000, it was announced yester- 
day. -i 

" Union officials have been 
warned ofpossihle compulsory 
. redundancies to the company's 
B^HKKstrong workforce ifthe 
MOO job cuts are not met 
through voluntary redundan- 
cies andeariy retirement. 

The iwiinna lumt Wawwid tha 

lack of takers for voluntary 


redundancies on poor pay-effe 
- the maximum being £4,000. 

RoUaRoyce blamed toe com- 
fy's 8JOOO job losses in the 
UK on the world recession and 
the effect of the Gulf war on 

p I Stir] 

.In January the company 
announced job cuts of between 
L200 and ljun jabs at Its Derby 
commercial aero-engine 
operations. Derby, where most 
of Rolls-Royce's commercial 
• en gine business . fa based, 
employs about 15,000 people. 
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pro te cti o n TV expands your world. 
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We have a new vision of television. 
And the view is simply spectacular. 

Hitachi opens a new era with 
panoramic 42-inch projection television. 
Featuring sensational 750-line horizontal 
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Presenting pafeibQieits as great as human 
imagination: ■ 
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you can oqject . from Ifitadii. Where , a 
creative research team combines expertise 
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DrtKfflAAfdUM 


■fOteattiM 

w«nn . IMiW t w t»na f h, l a J 


reception. Innovative technology ibr a truly international outiodk. ■ i 
What role can wide-screen television play in our lives? Ids- a : 
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The British Post Office is the only postal service 
in the European Community that fs consistently 
self-financing and we are heading for our fifteenth 
successive year of profitable, subsidy -free operation. 

This enables us to re-invest the money. In 
improving services to our customers. 

And, far from being a burden on the taxpayer, 
we’ve contributed over £700 million to the treasury 
in the past ten years. 

According to an independent survey, we operate 
the most reliable letter service in Europe, offering, 
the best value for money. 
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WINNING 



CONSTRUCTION CONTRACTS 

Access to Glasgow Airport 


APPOINTMENTS 


Costain 

Homes 

Harrogate 

market 

project 

LAING YORKSHIRE has 
landed the £l8m contract to 
build Speyhawk Retail’s shop* 
ping devdopment on the lor* 
mer market hall site in Harm- 

r : which is being financed 
NPI (National Provident 
Institution). 

As veil as boosting shopping 
facilities in the town, the Vic- 
toria Gardens scheme will pro- 
vide a new home for the mar- 
ket traders who axe currently 
based in temporary accommo- 
dation adjacent to the site. 

The new market hall will be 
located in the lower ground 
floor of the new development 
and above will be three levels 
of shopping around a central 
atrium, providing about 90,000 
sq ft of retail space. In total, 58 
shops are being provided cater- 
ing for the needs of multiple 
retailers at ground and drat 
floors, with amaiicr speciality 
units and two restaurants on 
the second floor. 

Construction will comprise 
an in situ reinforced concrete 
frame, ornate natural asternal 
stonework and a curved copper 
perimeter roof. 

The development includes a 
footbridge link over Station 
Parade which will be a steel- 
framed st r ucture enclosed with 
curtain walling and a curved 
copper roof. The bridge will 
link the shopping centre to 
Harrogate Borough Council’s 
new 700 space car park. 

The building contract also 
involves internal finishes. 


BALFOUR BEATTY has been 
awarded by The Scottish Office 
what is believed to be the larg- 
est ifaHgn and build road con- 
struction project in Britain. 
Valued at £28m the St James 
Interchange Improvement is 
designed to relieve traffic con- 
gestion at the bottleneck to the 
west of Glasgow Airport. 

The award followed several 
months of intense tendering by 
Balfour Beatty's Edinburgh 
office, working closely with its 
designers Scott Wilson Kirkpa- 
trick & Partners, based in Glas- 
gow. Daring the tendering 


period. Royal Fine Arts Com- 
mission approval bad to be 
obtained by the co nt r a ctor. 

The St James Interchange 
improvement wQl involve the 
construction of two flyovers 
Unking the A74D with the MS, 
each almost 800 metres long 
and consisting of a total .of 
14JM0 cu metres of reinforced 
concrete and 4,000 tonnes of 
structural steeL Associated 
works include a railway 
bridge, extensive piling end six 
adjoining slip roans which will 
involve complex traffic man- 
agement Also included are 


extensive areas of settlement 
embankments, vertical drains 
and various other ground treat- 
ment measures, together with 
motorw ay lighting and traffic 
control systems. 

Balfour Beatty aims to have 
the interchange open within 98 
weeks of the start of construc- 
tion. 

Balfour Beatty is also work- 
ing for The Scottish Office 
within tire Strathclyde region 
on the construction of a major 
section of the new M74 motor- 
way between Milibank and 
AHngfcm. 


£70m work for Gammon Construction 


Contracts worth over £70m 
have been won by GAMMON 
CONSTRUCTION, the Hong 
Kong-based company jointly 
owned by the construction 
division of Trafalgar House 
and Jardine Matheson. 

The largest is a subcontract 
with Chiyoda Corporation val- 
ued at £&3m for the design, 
approvals, procurement and 
construction of all civil, build- 
ing, mechanical and electrical 


services and ore protection 
work for Mobil Oil’s Hong 
Kong fuels terminal project. 
Gammon was appointed the 
company’s principal subcon- 
tractor early last year follow- 
ing completion of work with 
Chiyoda to Malaysia. 

Gammon is already at work 
on site following an earlier 
contract award from Mobil Oil 
for the design and construction 
of tits marine pier. 


The second major contract 
award, worth £24.$m, involves 
the construction and fitting 
out of a seven-storey members’ 
club house with an outdoor 
pool deck area as well as 
all associated drainage and 
external works for the Royal 
Hong Kong Jockey Club. 

Gammon’s piling division 
has won new weak worth over . 
210m far site investigations, 1 
substructure and bored piling. , 


£ 1 6m jetty development in Thailand 


KTKR INTERNATIONAL, the 
overseas contracting arm of 
Beazer, has won a £L6m con- 
tract to design and build a 
Jetty at Sri Racba in the Bight 
of Bangkok, for the Sri Racha 
Harbour Company. Work is 
being carried out in joint ven- 
ture with Beazer Asia group 
companies in Hong Kong. 

A fast-track approach will be 
applied to achieve a construc- 


tion period of 12 months. The 
whole project is due for com- 
pletion in August 1992- 
Designed in-boose by Beazer, 
the jetty wBl be a steel trestle 
type decked with precast con- 
crete. It will be supported by 
steel piles measuring up to one 
metre in diame ter. Around 
30,000 cu metres of concrete 
and 10,000 tonnes of steed win 
be used during construction. 


The structure, 3km in 
length, will begin to the south 
of an e xis tin g jetty and cross 
over it, finishing on its north 
side. At the crossover, the new 
jetty will be 10 metres above 
sea leveL 

Designed to nrmnunnrta tp nn 
to 45,000 dwt vessels, the Jetty 
wili enable the imp o r tation of 
scrap metal for processing at a 
plant to Sri Racha. 


New entrance for Strangeways Prison 


MOWLEM MANAGEMENT has 
been awarded a £18m contract 
by the Directorate of Works, 
Home Office, to manage the 
construction of a new prison 
entry complex at Strangeways 
Prison. Manchester. 

The new entry complex will 
include facilities for reception. 


discharge, visits and adminis- 
tration as weD as providing a 
new entrance to Strangeways. 

The main bnlldings wili be of 
reinforced concrete construc- 
tion clad with brickwork on 

pilot! fnwidaHtwio 

PrB ^rmtTnonrBimoti* t mrlc on 

the project has started with 


construction work scheduled to 
begin to May. 

Part of the entry complex 
will be completed by mid 1992 
and the whole project by April 
1993. 

The work is a major part of 
the overall refurbishment for 
ttm Prison, Manchester. 


Chairman of 
Total Oil 
in UK 

■ Sir Philip Jones has been 
appointed chairman of TOTAL 
OIL HOLDINGS, succeeding 

■ Mr Patrick Burgin who 
remains a director. Sir Philip 
is chairman of Total OH 
Marine, and a nonexecutive 
director of IVO Energy, and . 

I of Gas Transmission, and 
chairman of Dames & MOOTS, 

Barry. 

■ Mr Michael Garston has 
been appointed chairman of 
the fin ance board of the 
TETRA PAK (SOUP at its 
headquarters in f-amamna. , He 
is a member of the group 
holdings board, and a 

non-executive director of the 

Tetra Pak companies in the 
UK. On April 30 he wiBL be 
retiring as senior partner of 
Reynolds Porter Chamberlain, 
TetraPak’s solicitors. 

■ Mr Tiihj^ hat 

appointed chief executive of 
HONDA UK. succeeding Mr 
Ikari who has become 
president of Honda Europe, 
parts operation, in Belgium. 

Mr TTevor EQtott has been 
appointed general manager, 
car division, and Mr Jeff jfc»Wr 
joins the division as marketing 
services manager. He was with 
Renault UK. Mr Barry 
Lawrence becomes customer 
relations manager. 

■ DELPHAX SYSTEMS INC 
has appointed Mr Bob Graves 
as managing director, Europe, 
of its ne w sub sidiary Delphax 
Systems (UK). He was 

manag in g - director of HRK f 
fl rnniwiniw>tini« 

■ Mr David Seaman fas 
appointed manag ing director 
of OP EN SYS TEMS 
DISTRIBUTION. 

■ BI RMING HAM MTDSmmes 
BUILDING SOCIETY. 
Wolverhampton, has appointed 
Mr Guy Thomas as treasurer. 

He was treasury manager 




Spain. Host to th& Olympic Games and 1992 Seville Universal Exposition. 


Look Goya 
straight 
in the eye. 

S # ~7. Allow us to 
tjT introduce you to 
one of the greatest 
painters the world has ever 
known, the immortal Francisco 
de Goya. 

Here in the Prado Museum, in 
Madrid, you can view the works 
that made him famous: the 
mythical "Majas*, the Royal 
Family portraits and the ‘black 
paintings*. Feast your eyes on 
the works of other great painters 
such as VelAzquez, Bosch, 
Murillo, Rubens, Durer and 
Zurbarin. 

And without even leaving 
Madrid you can discover SoroQa 
in the Museum that bears his 
name and Pablo Picasso in the 
Cason del Buen Retiro. Not to 
mention some of the finest 
modem artists in the Spanish 
Museum of Contemporary Art 
and the Reina Sofia Centre of 
Art 

You'll never forget alJ the 
famous people you'll meet on 
your visit to Spain. 

And like good friends you'll want 
to see them again soon. 

Contact your travel agent 


c 5 fdsa 

Spain. 

Everything under the sun. 


(investments). His new 
responsibilities will include 
control of long and short term 
financing and the e ach flow 
needs of the Society . 

■ SILKOLENE LUBRICANTS. 
Befoer, a Fuchs Group 
subsidiary, has appointed Mr 
Robert W. Wood as . 

iwmufa rfairin g and lngfaHes 

director. He was works 
manager. 

■ Mr Raytnon Aiming has 

been appointed chairman of 
SECURICOR CONSULTANCY, 
replacing Sir Cohn Woods who 
remains on the board but will 
devote more .. 

time to his 
other Securi- 
cor Group 
responsibili- 
ties. Mr 

Anning 

jollied Secur- 
tcor last 
year. He was 
commissioner of the Royal 
Hong Kong Police. 

■ Mr Gerry Pithera has been 
made a director of the 
Eurodollar division of BUTLER 
HARLOW USD A. 

■ Mr Roy Cr a wford has Joined 
Tyn eside shipbuilder SWAN 
HUNTER as materials director. 
He was head of procurement 
and materials control 
departments on the Channel 
Tunnel scheme. 

■ Mr Ian Weston, northern 

regional director of HSS Hi re 
Shops, has been appointed to 
the board of HSS HIRE j 

GROUP, a subsidiary of John I 

Mowiem & Co. 

■ Sir Simon. Hornby, chairman 
ofW-H. Smith Group, and a 
director of Pearson, and Lloyds 
Bank, has been appointed a 
non-executive director of 
LLOYDS ABBEY LIFE. Mr 
Hflrhanl w.b_ UumpsaD, a 
deputy chairman of Lloyds 

ftanlr and chairman of The 

German Investment Trust, also 
becomes a non-executive 

ffiim-lty Sir T.fwdgay 
AknmHor and Mi- Mrn ifiim 

Jones have retired as 
non-executive directors. 

■ Sir Christopher Tugendhat 
has joined the board of LWT 
(HOLDINGS) as a 
non-executive director. He is 
chairman of the Civil Aviation 
Authority (until May 31) and 
chairman designate of Abbey 
National. Sir Christopher is 
anon-executive director of the 
BOG Group and of Commercial 
Union, and chairman of the 
Royal Institute of International 
Affairs (Chatham House). 
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COMPANY NOTICES 

- NOTICE OF MEETING 

MEETING OF FRIENDS PROViUtm LONDON 

i££SVJSSii ™SSInD may ,9*. . 2.30 

p,*n- to transact the following business.- 
(0 

thereon. 

(2) To reflect a. Directors of the Office the following Directois, who 
retire by rotation: 

Frederick Cotton 
Michael Doerr 
Michael Fox 
John de Havilland 

(3) To re-appoint Price Waterhouse as the auditors to die Office and 
1 to authorise the Directors to fix then remuneration. 


By Order of the Directors, 

B. W. SWEETLAND, Secretary. 
29th April 1991 

Friends’ Provident Life Office, 
PixhamEnd, 

Dorking, Surrey, RH4 1QA 

NOTES 


(a) A member is entitled to appointanother person (who need notbe 
a member) to attend the above meeting and vote instead ot tern. - 

<b) To be valid the instrument appointing a proxy. whilh should be as 
near to the form set out in role 30 of me Rules of the Office as 


copy of that power or authority, must be depositee ax ruenam 
End, Dorking, Surrey, RH4 \QA, not less than forty-eight hour* 
before the time fixed for holding the meeting, or adjourned- 
meeting, or, in the case of a poll, not less than twenty-four hours 
before me time appointed for the taking of the poll. 

(c) Proxy forms may be obtained on application to the Secretary. • 

(d) Members intending to attend and vote personally at the meeting 
should be prepared to quote their policy numbers. 

(e) Only members are entitled to vote. Certain policyholders are not 
members. If a policyholder who is not also a member completes 
and returns a form of proxy, it will not be counted. 

(f) Members have one vote each irrespective of the number of 
policies held. 

(g) Members areen titled, on application to the Secretaty, to receives 
copy of the Report and Accounts. 


THE ROYAL BANK OF CANADA 
US. £360,000,000 Boating Rate 
Debentures due 2005 
In accordance wfth the Terms and 
Conditions of the Debentures, the 
interest rata for the period 30th 
April, TS31 to 31st Msy. 1991 has 
been fixed at 6X»% per annum. 
On 3tst May, 1991 Interest of 
U.S. S53Z812S per U.S. SI ,000 nominal 
amount of the Debentures will be 
due for payment The rate of ’interest 
for the period commencing 31st 
May, 1991 will be determined on 
29th May, 1991. 

Agent Bank and 
Principal Paying Agam 
&gd ROYAL BANK OF CANADA 
£$88 EUROPE LIMITED 


RENTALS 


■UAUTY FURNISHED 
FLATS A« HOUSES 
SMarilMitJb 
23 Series St, LmAm W2 liA 
Tab 0T1-4B2 2271 Trias 29271 
Fax: (S7» 2A2 37M 


CLUBS 


■VEhea outSvaa oowra due ■> 


touo am. Glamorous hat— w . writing 
cabaret. MS ftegam St Wlun-734 0997 








TV 



Taipei, Taiwan 


gjg&righr you 5 ]] get 
V your^ory. but how did you 
me?” 

y. “Easy. I knew you 
j||p wouldn't settle for anything 
•-w’' but the best hotel in town;' 


Fee! The Hyatt Touch. 


jjtfl U A k £ 


kuT-voj 


2 Sung Shot Road, Tapci, Taiwan, Repobfic of China. 

Rx reserwoom and more infonnation about Hj^Hotefa and Resoraworkiwide, call your navdptamiff rein Lcnito 

call ( 071 ) 580 - 8197 . In the U.K. can toD-fire ( 0345 ) 581 - 666 . 


SWITZERLAND 
700 Years 


The FT proposes to pub- 
lish this survey to 
celebrate Switzerland’s 
700th anniversary on 
10th Jane 1991. 

54% Of Chief Executives 
of Europe’s largest com- 
panies read the FT. If 
you want to reach this 
important audience, by 
advertising io this survey 
call Patricia Surridge on 
Ml 873 3426 or fax 071 
873 3079 or Nigel Bick- 
nell in Geneva Td 022 
7311604, Fax 022 
7319481 


NOTICE TO HOLDERS OF 

TOSOH CORPORATION 

(formerly “TOYO SODA MANUFACTURING CO., LTD.") 

(A) US$150, 000,000 2 per cent. Guaranteed Notes 1992 with Warrants 

and 

( B) US5200.000.000 3j$ per cent. Guaranteed Notes 1998 with Warrants 

Notice is hereby given to the holders of the notes, warrants or 
notes with warrants in respect of the captioned issues (respectively 

|1) The Company concluded the merger agreement with Shin- 

«th'i fse&ttar" 1 

wKte and I Ntewfth 


nommation The Compaiwhas kept wd will k^p ite en^meSS 
regarding the payment of the principal of and interest on the Notes. 

By: The Industrial Bank of Japan TVust Company 
as Disbursement Agent for and on behalf of: 
Tosoh Corporation 


llfk 
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Markets looking for signs 
of move from recession 


THE FOCUS this week will be 
on the pointers from the US 
and UK on the paths likely to 
be taken by the two countries 
as they emerge from recession. 

A big worry for economic 
policy makers is the lack of 
synchronisation between 
trends in these two nations 
and in Germany. 

In the case of the latter, 
rtoTnnnd has been racing away 
dne to the pressures of reunifi- 
cation, delivering a dose of 
gmwelcome inflationary pres- 
sures. 

The US and Britain, mean- 
while, are straggling with the 
consequences of low demand 
and wagging output In recent 
weeks, indica ti ons of when an 
upturn in either economy 
might take place have been far 
from clear. 

Of a raft of indicators in the 
US, among the most important 
data are the non-farm employ- 
ment numbers, due on Friday. 
These are expected to show a 
fall in employment in April of 
about 130,000, a smaller figure 
than the 206,000 in Marrih and 
hence an encouraging sign for 
anyone looking for an upturn. 

Attention will also be 
directed towards other US fig- 
ures such as the levels of con- 
sumer income and spending. 

Wednesday marks the publi- 
cation in the US of the impor- 
tant National Association of 
Purchasing Managers Survey 
which indicates the level of 
ifamand in the economy. This 
Is thought likely to show a 
small u pw a rd movement from 


IIS Emp loyment 

Civtian labour farce changes, 

non agricultural payrolls (TOO) 


1 ' 



the 40 per cent reading in 
March, indicating a slight 
change for the better in terms 
of the economic outlook. 

In Britain, all eyes will be on 
the publication on Tuesday of 
the Confederation of British 
Industry’s latest quarterly sur- 
vey of the level of confidence 
in manufacturing industry. 

The UK government, which 
in the past two weeks has suf- 
fered a deluge of bad .economic 
news, will the hoping the latest 
survey contains a few glim- 
mers of hope that, a recovery 
of sorts will start up on sched- 
ule around fha wiWdlp of this 
year. 

Other important economic 
figures and events due thia 
week are as follows. Median 
market forecasts are in brack- 
ets and are provided by MMS 
Inter national , the financial 
Information group. 


PARLIAMENTARY DIARY 


■ TODAY 

Commo n* : School T finch ora Pay and 
Conditions (No 2) Bill, aacond reading. 
Motions dealing with Education 
(National Curriculum) Orders. 

Lords: Water (Consolidation) Bills. 

, second reeding. Child Support BID. 

>, J report. Wildlife and Countryside 
(Amendment) Bill, second reeding. 
Gaming (Bingo) SOI. committoo. 

S el aol Com mW aa ! Public Accounts . 

- subject. Computer Security. 
Witness: Mr N. Monck, HM Treasury 
(Room 15. 4.30pm). 

■ TOMORROW 
Commons: Finance Bill, second 
reading. Debate on Estimates Relating 
to the Community Charge. 

Lords: War Crimea Bill, second 
reading. 

Select oammUae: Members' Interests 

- subject. Registration and 
Declarations. Witnesses: Adam 
Raphael; Andrew Roth; Sheila Qunn 


(Room 15, 5.15pm). 

House of Commons Services 
Gommltiso: New Building Sub 
Committee (Room 1. 1030am). 

■ WEDNESDAY 

Comnwoc Debate on the First Report 
of the Select Committee on 
Broadcasting. Debate on the work 
of the Parliamentary Commissioner 
for Administration and (he Health 
Service Commissioner. 

Lords: Debate on Education and 
Vocational Training for Teachers. 
Question to Government on the Public 
Record Office. 

Select CemiwMteno: Welsh Affairs - 
subject, Elective Surgery. Witne s ses: 
Prof Alan Williams. University of York: 
Dr Raanan Gllkxi. Imperial College: 
John Yates and Mike DavMge, 
University of Birm i n g ham; Join Cutila, 
University of Bath (Room 18, 10.15am). 
Environment — subject; EC Draft 
DbeeUve on Landfill of waste. 


Today: US, March personal 
income »nH spend- 
ing (np 03 per cent and 0.2 per 
cent) and new home sales (up 
0.3 per cent). France, March 
final consumer price index (up 
OJ per cent). 

Tomorrow: US. consumer con- 
fidence index for April, March 
factory goods orders (down &2 
per cent), agriculture prices for 
April, 1st quarter employment 
cost index. Japan, March con- 
struction orders and new starts 
(down 13 per cent). Canada. 
February level of building per- 

TTlTta, 

Wednesday: May Day - most 
MMiHwreitg) European markets 
dosed. US, March leading indi- 
cators and construction spend- 
ing (down 0.5 per cent). Japan, 
April foreign exchange 
reserves. 

Thursday: UK, official reserves 
in March (up $250m). Germany, 
regular Bundesbank council 
meeting. US, Ml, M2 and M3 
monetary aggreg a tes for week 
ended April 22 (up L5 per cent, 
33 per cent and &2 per cent). 
Japan, trade balance for first 
three weeks of April and for 
March. 

Friday: Japan, Constitution 
Day, markets closed. US, April 
manufacturing payrolls (down 
50.00Q) and civilian unemploy- 
ment rate (7 per emit). Canada, 
foreign reserves and leading 
economic indicators. 

During the week: Germany, 
March industrial production 
and money supply data. 

Peter Marsh 


Witnesses: Association of British 
Insurers (Room 21, 10.30am). 

Foreign Affairs - Subject Events 
in the Middle East Witness; Israeli 
Ambassador (Room 15. madam). 
Agriculture — subject. Commodity 
Markets In the 1890s: Cereals. 
Witnesses: UK Farmers' Union (Room 
18, 10.45am). 

Trade and Industry - Subject. 
Takeovers and Mergers, witnesses: 
Office of Fair Trading (Room 17, 
KL45am). 

Energy - subject. Clean Coal 
Technology and the Coal Market after 
1983. Witnesses: British Association 
of Colliery Managements: Union of 
Democratic Mlnewrfcers, East 
Midlands Electricity (Room 3, 11am). 
Employment - subject Vocational 
Training. Witnesses: Business and 
Technic ia n Education Council (Room 
18, 4.15 pm). 

Health — subject Organisation of 


RESULTS DUE 


THE SPOTLIGHT has gone off 
Retrovir, the anti-Aids treat- 
ment, as far as followers of 
Wellcome, the UK pharmaceu- 
ticals group which manufac- 
tures it, is concerned. 

The company is expected to 
say profits from the drug have 
been broadly flat when it 
unveils results for the half-year 
to March on Thursday. 

Analysts will be looking for 
further signs that the chief 
executive, Mr John Robb, is 
adopting a more commercial 
approach to running the com- 
pany. 

Interim pre-tax profits , 
should be no more than ! 
about £5m tip on last time'6 
£164.1 m. 

The two Scottish clearing 
banks produce their results on 
Wednesday. Both are expected 
to display the impact of the 
recession in the form of mount- 
ing bad debts. 

Bank of Scotland’s results 
will be for the year ending last 
February. Analysts are fore- 
casting a decline of as much as 
a quarter from the previous 
year’s £194m before tax. Royal 
Bank erf Scotland will be prod- 
ucing interim results for the 
six months to March, and 
these will show a similar 
fail 

When Evered Bardon, the 
quarry products group, 
announces its 1990 results on 
Tuesday, it will be the last set 
of figures for the Evered group 
before the merger with Bardon 
early this year. Even so. his- 
toric comparisons will be diffi- 
cult because of the rapid rate 
of acquisition in 1989 and early 
1990. 

Thanks to the purchases, 
pre-tax profit is expected to 
have risen to £44m, compared 
with £39m in 1969. 


Hearth Department and the Health 
end Social Service Department 
Northern Ireland. Witnesses: 
Department of Health Representatives 
(Room 21. 4.15pm). 

Public Accounts — subject Value 
lor Money in the Police. Witnesses: 
sir Clive Whitmore, Home Office; Sir 
John Woodcock. HM Chief Inspector 
of Constabulary (Room 16, 4.15pm). 
Com m ittee on Private BUt London 
Underground BUI (Room 8, 10.30am). 

■ THURSDAY 

Co mmons: Debate on the Royal Air 
Force. 

Lords; Rood Traffic BIN, oommittee. 
WeHare of Anfmats and SlaugMar 
Bill, second reading. 

■ FRIDAY 

Commo ns : Private Members' Blits. 


UK COMPANIES 


■TODAY 

COMPANY MEETINGS: 

ECC. The Brewery, Chtsweli 
Street E.C.. 1030 
Edinburgh Oil A Gas, lO 
Coates Crescent Edinburgh. 
12X0 

Lion heart Manchester Airport 
Hhlon. outwood Lane, 
Rlngway, Manchester, 10.00 
Murray Inti. Trust 7. West NUe 
Street Glasgow, 10.30 
Newmarket Venture Capital, 
14-20, Chtsweli Street E.C.. 

zao 

TR High Income Trust 2, 
Puddle Dock. E.G. 12.30 
BOARD MEETINGS: 


Mayflower 
Moss Bros. 

W en au m 
Waist 
Lowland Inv. 

TR Far East Income Tat 

■ TOMMOROW 
English A Overseas 
Properties. Caledonian Street 
g, Hal kin Street S.W.. 12X0 
Hey & CrolL 12-14. New Fetter 
Lane, E.C., 12.00 
Lambert Howarth, 


DunksnhaJgh Hotel, 
CtaytonJe-Moors, Blackburn, 
1200 

Portals Hidga_ Howard Howl. 
Temple Place, The Strand. W„ 
1220 

Soma. 22 Longacre. Govern 
Garden. W.. 10.00 
Sanderson Murray A Elder. 
Harlow Court Ofley Road. 
Harrogate. 10.00 
BOARD MEETINGS: 

Ftaate 

Add lean Consultancy 
Evered Bardon 
Future 
Greenacre 
March 

s. & u. Stores 

■ WEDNESDAY MAY 1 
Cadbury Schweppes. Royal 
Lancaster Hotel, Lancaster 
Terrace. W„ 12.00 
General Accident, Pttimavits. 
Perth. TO. 00 

Unread. 75. Harborne Road. 
Birmingham, 1240 
Molina. Barber-Surgeons Halt 
Monfcweil Square. Wood 
Street E-C . 12.15 
Plaxton. Answn. Sheffield, 
12.00 

Radius, Ironmongers' Half, 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

AbBey Mallanal SJfip 
ABM Ip 

BetMKMW CrtoM2.1fip 

Bralrae [TJ. a JJU Up 

Do. A NAAQ. Up 

CamolUs km. Ifip 

Campari inn. BAp 

Can. I mp anel Bank ol Commorea 

3308. 

Ctnadbn PacHc 33eta. 

Cooper (Alan) 4Sp 

Dartmoor Inv. TsL Up 

Rfa Indmar Up 

matitwo De Crwffio OfBctei StaL 

Oat Rig. Rata Nte. J9B2 £403.18 

■ mm 0,1,1,- 1| gap 

Low* (Hot*. H.) 87 .SHi Cv. Cm. Rd. 
Pf. 4075p 

Do. 8*2% i*r Cm. Pt. ZZTSp 
Dw Iiahsw3> 

Scot Eastern Inv. Tat BJGp 
Soot & Nawcawta B i eearta a 7.8% 
tot M*g DO. 1MB/84 3Spo. 


Noxon ft% Cra. Pt I.TSp 
Anwar Day 1tfa% Cm. Pt 18991 
20Q2&2SP 

ArcMtan ML B% lla In. 1B9S/ 

94 4pC, 

Armour TIL TO**% Un. Ln. 19917 

90 9 1* pc. 

Attwooda (Finance) B^p Otd. BdL 
Cv. PL425p 
Baltic 2Jp 

Banco da Santandar PT100 
Bank of Nova Scotia FRg Rata Ob. 
2000C34UB 

Bankara Inv. Tat 10*2% Dto 2016 
0^4 pc. 

BaSoya 10% Cm Pt. Gp 
Backonlwm 8% Rd. Cm. NA/tg 
Pt 4J50 

DMAs Laia. 10% Cm. PI. 6p 
Black (Pater) 0.77p 
fllundaff-Paini uulsia 7l»% Un. 

La 1990/03 3Hpa 
Britiah-Amarkan Tobacco 9% 2nd 
Cm. pl 2.1p 

Brtxton EsL flt»% inf Mg DO. 1998/ 

91 3 If pc. 

Brawn S Trnaaa 7% Cm. Pt 2.45p 
Bumwh Caatrol 8% Cm. tot Pt 
2. Ip 

Da. 8% Cm. 2nd PL 2. Ip 

Do. 8% Cm. PL 24p 

Do. 7 <«% Cm. Rd. PI. 2£375p 

CRH Capital B*a% Cv. Cap. 2005 

SJSp 

CanipbaB Soup 29 cSl 
C anton 7fc% Cm. Pf. ££26p 
Capitol A Courttoo 7Jp 
Do. S1|* Cv. Pt IBTSp 
Cham ring 49% Cm. Pt 2.45p 
DO.CV. Cm.Rd.PL3p 
Convaraloo 98% BdS. 1889 4l»pe. 
Coofcaan 7% Pt IJZZSp 
Cowan da GrootTO^% On. Pt 
S2 5p 

Crawthar (John E) 6lf% Cm. PL 


Dartmoor Inv. Tat 025% RPI Unkad 
Dto 2005 3.4S7PC. 
ry— Chmrial —>«« 

Dun d aa 8 London Mr. Tat 9% Cm. 
PL I.TSp 
EFT O.Tp 

ERF 10% Cm. Pt Sp 

Blto A Evarard 7<a% Dto 19871 

92 3*i PC- 

Enollati Proparly 9% % tot Mqj. 

Dto T997/200S 4j3pc. 

Eatatoa Propotty Inv. 10% tot Mtg 
Dp. 2011 Spc. 

Do. 7liH Un. La 1989/82 3% pc. 
Even* ot Laeds 11% tol Mtg Dto 
2029 5*2 PC. 

Hrst Nato HMinoa 10% Sub. Ua 
La 1BBB9PG. 

FOnign 8 Cokutol brv. Til 7% 

Ua La 1988/90 Slype. 

Gorin iota Votua Inva. 12A4% Dto 

19B5B.17PC. 

ra nm i Group 

Graat Nonham Iron Ora Pi^ol 
T raataa Cana NPV 149CS. 

Groan (Emaat) & Partnara 2J5p 
Qravawood SaonWaa Ip 
GuMStoJI P roparly 6% Cm. Pf. 2 Ip 
HaUHm Bldg Soctaty FNg Rato 
La Nto. 1999 (Sar-A) £3850 
Ha ynoa PidtWa hto fl ip 
H a a r lti aa Brewery 11*1% Cm PL 
LTlp 

Howden Group 8U% Dto 1996/ 

81 44pa 

Do. 74,% Dto 1999191 3^ pc. 
bnarauropa Tech. Sana. 2p 
Jacfcsoo |Wm.| 71]% Col Pt. 262Sp 
Joimaon MatHwy 8*z% Mtg Db. 

1IBVH3 * u pc 

tOngOohor 8 1 * % Cv. UR. Lto 2000 

KtoEwron DavakMiMnl Fund 2.7Sp 
M a ln wofl Panaon U. kic. Bd. Pto- 
Rd. PI. ha. iBp 

LASMOOII Productkm 14329Bp 
Land Sacurttlea 8% tat Mtg Dto 
190B/B3 3pc. 

Do. 7t»% lat Mtg Dto 1991/98 
3*1 pc. 

Latham (Jamas) 8% Cm. PL 4p 
Loglca l.lSp 

London Amarlcsn Vont u rao TaL 
3<]%Dto Rd. 14, pc 
Dto 4% Dto Rd. 2pc. 

London Marcham Sacurtoaa 7% % 
CV. Ua La 2000/09 3\pc 
Lookers 4£p 
Lowe's Co's ISeto. 

Macanle Qjondan) 7>s% Ua La 
Toeannsltpc 

Do. 7lt% UlL Ln. 1998/91 7lt% 

Ua La 1990/91 3%pc. 

Maondora (John) 2Jp 
Itayno Mcklaaa 17500. 

MeAlplm IAJ 9% Cm. PL 44p 

Nsd. WaabninStor Bonk 9% Sob. 

Ua Ln. 1893 4*2 pc. 

NawarMO 9J7S% Cm. Pt 3J875p 
Nova Sooda (Pravtace ol) 18V % 


The Barbican. E.C.. 1130 
Sykoo-nckavanL Clifton Arme 
Hotel, Lytham Sl Amies, 12.00 
Wassail. Butchers' Halt. 
Bartholomew Close. E.C.. 

1120 

WOrce a t ar Group. Dfglls. 
Worcs.. 1.00 
BOARD MEETINGS: 
fade 

Bank ol Scotland 
Black (A. A C ) 

HuntielBh Technology 
Jerome (S.) 

Shlteh 

Silentnight 

Starmln 

h Pat lma. 

Drayton Asia TsL 
Ensign TaL 
Fenner 

Royal Bank of Scotland 
Scottish Citlaa Inv. Tat 

■ THURSDAY MAY 2 

BBA. Savoy Hotel, Strand. W„ 

11J0 

BUgdaa Inds.. Saddlem Hall, 
Gutter Lane. Cheapskfe, E.C.. 
12.00 

Clyde P etroleum. Baltic 
Exchange, 19-20. Sl Mary Axe. 
E.C.. 12.00 

Fisher (James), Usdoonie 


La 2011 8HPC. 

PtW Carp. 30cm 
Peel Htdga. 10% Cm. PL 2Jp 
Do. 9^ % 1st Mtg Dfa. 20 US 4 H pc. 
Peel South East iifi% m Mtn. 

Dto 20U820 S25pc. 

Do. 11029% 1st Mtg Db. 2018 
5.B129PC 

Do. 10% 1st Mtg DP. 2029 Spc. 
Portsmouth 8 Stmdartond News. 
8% Cm. Pt 8p 
Do. 11-5% 2nd Cm. Pt. 9.79p 
Ratal Beet 7% Cv. Un. La 2008/ 
143*2 PC 

H sns cunse 82&P Cm CV. PL 4.121a 
Rlvar A M er c a ntile TaL Stppd. PL 
24310129 

Rockwara 725% Cv. Cm Rd. 2nd 
Pf. 3JS23 

Royal Bank of Caa FUgRateOto 
2005 USJSLB9 
SCEcorp eactz. 

SctMMi Inv. TaL 4la% Parp. Oh 

2*i pe. 

Do. 4% Parp. Dto 2pc 
Do. 8% Pwp. Oto 2*2 pc. 

Scot, a H aw cart a Brawari aa 4J% 
Cm. PL2Jp 

□to 0.425% Cm. PL 2L2123P 
0 B ag r am Dtotfllerm 12H% Dto MU 
9 Ape. 

Shaw Carpets 8 > 2 % Dto 1988/93 
4 *4 pa 

Shires Inv. 4.1p 

TMC P1MBS Fourth Fla C200m NM. 
Ms. 9 April 2029 C34&09 
Da FfrslHa CZSOra Nts. lae. 2 July 
2029C34&7B 

Dto TMfd Fla Cl 00m Fast Pay Nts 
las. 4 Del 2029 C345.7S 
TR CSy el London TaL 10U% Db. 
2020 S-tpc. 

TR High Hie. TsL Ip 

TT 10879% Cv. Cm. Rd. Pf. 1907 

4J0103P 

Templeton EmerflMa Mhss 1% Cv. 
Un. La 2001 O&CC. 

Texaco ML Fla 8% Sde/SOv. OML 
La 1981/99 4pc. 

Thomtone IJtp 
Traw oom o rtoa 4 Bbm. 

Trnsthouaa Forte 7J9% 1st Mtg 
Dto 1998/91 4 imp. 

Dto 105% Mo Dto 1991/98 SJBpc. 
Dto 9.1% Un. Ln. 1909/2000 4 JSrw. 
USF 4 Q Seta. 

Vans 7% Cm. PL 24Sp 
Do. 4>z% A Cm. PL 1.67Sfi 
Do. 9*2% A Cm Pf. 2J78p 
Wavartoy Cameron 9% Cm PL 
42p 

Webs Fargo Rtg Rate Sue. Nte. 
1992 96759 

Do. Rig. Rate Sub. NM. 2000 957.78 
Waatem Mining nets. 

Wood (ArVav) dip 

■ WEDNESDAY MAY 1 
AMEC OSp Cm. Or. Rd. PL 3JSp 
APV4J»% Cm PL ZZ79p 
Da 626% Cm PI. 2.B29P 


Hotel. Abbey Road, 
Barrow-Ln-Furneea, 12.00 
Ulleshall. Ctiequcns Hotel, 
Oxford Street Newbury, 
Berks.. 11.36 
Midland Bank. 30. 
Threodneedle Street E.C., 
Paribas French Inv. Trust 
Banque Paribas. 68. Lombard 
StresL E.C.. 10.30 
Pentiand. Psntland Centre, 
Lakeside, Squires Lane, 

R rich ley, N., 1030 
Sarvomax. Bwaad Park Hotel. 
BuxtocL UcjnekL E. Sussex. 
12.30 

BOARD MEETINGS: 

RnakK 

BOA 

Cakebrond Robey 
Forward Group 
Inch Kjnnaih Kajang 
Kwik Save 
Rom bone Bros. 

Wellcome 


■ FRIDAY MAY 3 
American Trust 4. Melville 
Crescent, Edinburgh. 12.00 
Church & Co., North am pton 
Moat House, Silver Street 
Northampton. 12-30 


Do. 3.15% Cra. PL 15T9p 
American Ma. Taeh. BGcta 
AT 8 T State. 

Appleyanf Up 

BET 4la% 2nd DO. 2^ pc. 

DTP 75p Cv. Cm. Rd Pf. 3.79p 
Bardon l -Op 

BaU Adantlc 83cte 
nMiainiiti rwi u 

BrMol Corn. Dto (3*2%) 3ljpc 
British tnv. TaL 9<i% PL 1J075p 
Brtttah Mohair 8% Rd Cm. PL 
|199a&1p 

BrtHan Shoe Carp B>t% Cm. 3rd 

Pt. 2.2730 

Create Hldpa. Up 

Dunaten Worldwide Inv TtL3>z% 

Cm. PL 1.75p 

ELF UK 121«% Un. Ln 1991 (Rag) 
8*4 pc. 

EAM^H^TariitoOb 1996 
3\pc. 

Evered Bardon fJfp Ov. Rd PL 
Up 

Etehoouer 3% Oaa 19S0/BS l**pc 
Frownore Elite— 32p 
Oenflnenoe 11 31% La 2007 (Reg] 
MSSoc. 

Dm (Df) S.AS60C. 

Gte«o 72, % Ua La 1988/06 iJHTGp 
Ouaranteed N. Irela n d 4>j% Bd 
(Radi 2 '•pc. 

Hafltex Bldg. Society Fftg Rom 

Nta. iwrtKxa 

Hardya 8 Hanaona 8% lat Cm. PL 

i.TSp 

Do. Intf. 4% lat Mig Dto 2pc. 

Howden iJOp 

ML Stock Exchange Of UK 8 Rap. 
of Ireland I0l t % Mtg Dto 20W 
SiPC- _ 

King 8 s/uuaon 6% Cm PL 1.79p 
Lament Hldgo. 8% Cm PL iJUp 
Da 66% 2nd Cm. Pf. 26p 
Do. 10% 3rd Cm Pi. 8p 
Lewis (John) Propa. Mtg 
Db. loaa/osAiapc. 

Lincoln National Man. 

Ltoyda Cham lata 7 Jp Cm. Hd. Cv. 
Ptg. PL3.7SO 

M 8 0 Extra Yield Fd Into Unite 
7Jp 

Marts A Spencer 10% Cm. Pt 36p 
Marehalla 10% Cm PL 9p 
M archante TaL 4% Perg Dto 2pc. 
Mld-Southarn Water 1D% Rd. Db. 
1008/98 5pa 

Montreal (City of) 3% Perm. 00. 

Jpc. 

NYNEX 1 tecta. 

Moor Inc. 58cte. 

Norvdcti Com. 3% TO. 1*2 Pto 
NoUngnan, Corp. 3% (tint) I'apc. 
Nbra Nonitak B DKr4 
PaciSe Tateoia 63cte. 

ParMand Taxtlla 3.15% Cm. Pt 
1A79p 

Pentoa «> 2 % Cm. PL l.675p 
Ranaomaa 4.lp 

Heading Carp. 3>g% 1878 (Or allarl 


Clarke (T.). Savoy Hotel. w. t 
12.00 

Emess. Queen ElLcabeth II 
Conference Centra. Bread 
Sanctuary, Westminster. S.w„ 
11.00 

Freeman, Freeman Kershaw's 
Offices, ration Walk, 
Cambridge, ADO 
Greggs, Gesforth Park Hofei. 
High Goeforth Park, 
Newcastle-upon-Tyne. 11.45 
Low & Sonar. Bonar House. 
Faraday Street Dundee, 12.00 
MTL Instruments. Power Court 
Luton, 4.00 

Spandex. ism Park Avenue. 
Aztec West Almondsbury, 
Bristol. 10.00 

Wales City of London Props.. 
City Tower. 40, Basinghall 
Street E.C.. 1030 
BOARD MEETINGS: 

FVnvtac 

Scottish Totovialon 
Upton S Southern 

Company mooting a are annual 
gonoral mooting* unless 
Olhorwlam atatod. 


3*1 PC- 

nautare 104p 

Sandaraon Murray A Eldar lOp 
Scwdah Inv. TaL 3A5% Cm Pf. 
1.9280 

Do. 3.5% Cm Pf. I.TSp 
Do. 4£8% Cm A PI 22/3p 
Sheatbank Prapony TaL 9JSS Cm. 
pi. sasap 

Dto 8% Cm. Cv. PL 3p 

S out hw a atere BoU 7tcu. 

Torchmark Corp. M a ta 
Treasury SV% La 1083198 3>«pc. 
US Waal 82cte. 

Union Into 7% Cm PI. 2.43a 
Verity 7lj% Db 1087/92 3 U pt 
Watniay, Maim 8 Truman 7>a% 

Rd Db 1987/92 3 Ape 
WUHKaed 4>a% in Cm Pf l 57Sp 
Do. 7% 3rd Cm. Pf. 2.40p 
Da 8% 3rd Cm. Pt 2.tp 
Young A Co * Brew. 7>* % tel Mtg 
Dto teOtVSI 3S pe- 
te THURSDAY MAY 3 
Anglo Anwricsn IM 3823% Cm 
PT. 88290*. 

EJ du Pont do Nomaura 13.79% 

Gar. C 2/3/91 «%pc. 

European Aaaate Tat (Rag) DFLAI8 

taatmn 1Jt9p 

Johnaon Cteanara 1&7p 

LASMO 4.79p 

Law Dabanture I029P 

Medhoweneaw Fd at 

Dammit 

Pacific Dump to9cB. 

Patareon 2oehonla 2.i9p 
Do. A (N/Vtg) 2-iSp 
Plaxton l.sp 
TLS Range 04p 
Vnrdy (Rag) IJp 

■ FRIDAY MAY 3 

AlUod Leisure ljp 

Anabaeher (Henry) IJp 

Automagic aEp 

Btegdan trad*. Sp 

Clyda Patratewn dTSp 

Data 1QV% Ob. 1996/99 SHpe. 

EtaMjja 

Expamet k. i. &2p 

Ftetwr (Jamaa) 36p 

Kakm Ip 

MA1 1.40 

Ml norco 17cte. 

Partbae French tav. Tat 1 Jp 
Radius I4p 
Tey Homaa I2p 
TsmpMon Galbraith lOcta. 

Treasury 191*% Ln. 1996 7»*pc 
USDC Inv. Til J29p 
Untdsre 103plr 
Vaktra Corp. Beta. 

M SUNDAY MAY ■ 

Creril National 13>i% Gtd Nte. 


1993 (Br) Stipe. 
Do. (Rag) 8tpc. 


This announcement appears as a matter tfneord on^i 


MAY 8-10 

JAM CONFERENCE: 

- Administering Dtfri QsaBty - ATQ 
Sactts Throggh IVopte". Fminmt 
qxaken in varkm fielda win oflier 
papen on maximumg human 
icsoorss at the Banmeoioaili 
HighcliiT KotcL Reserve now. 

P imuw i Jaa Sfumdoa. fatedaue of 
Admtatoarive Mtimigp i tM i t . 

TeL 0689 873333 

BOURNEMOUTH 


MAY 10 

LATIN AMERICA. Recovery, 
luwmm nlACrwrit 
Pamtere 1 HaO. Loodoa A major 
httoraational confctmcc on Latin 
America's economic praapeett in 
iH x nriitti oa wbb the nuer-Atnaicaa 
Dovdopmau Bank. Cararing Home aid 
Oxford lut cn u donal Inari i u ta. Ctmrna: 
Lindsey NciLTci: 0225 466744. 

Fax: 0225 442903 

LONDON 


MAY 14 

THE PROFITABLE FORECOURT 
1991 Petroleum Retaffine 
Conference. 

Cavendish Conference Centre. W1. 
Contact: Caroline Little. 

Inrtinm- nf Pwroieinn 

IfcL 071 636 1004 Rw: 071 255 1472 

LONDON 


MAY 15 

INTELLIGENT NETWORKS - 
SURVIVAL IN THE GLOBAL 
MARKETPLACE 
The technology and its impact on 
lelecottts indnsay and butiu e s s users, 
from perspectives of P7Tk, legutatns. 
swiidi and DP sappUeis and reen. Lo 
Me rid te n HoteL E wro da tn 
FbuDdatioaOvran Ltd. 

Mrs RichaRodcr071 629 0991 

LONDON 


MAY 21 1991 

ACTIVITY BASED COST 

MANAGEMENT THE MISSING 

LINK TO TOTAL QUALITY 

CBl/CIMA/DEVEUN & PARTNERS 

CONFERENCE 

Contact: Sandra AkhaL CB1 

Conf eren c e* . 

Tel: 071 379 7400. Fax: 07 1497 3646 
LONDON 


MAY 21-23 

CD-ROM EUROPE tL &■*««« 
ami Exhibition. 

Platform* and applications for CD- 
ROM. CD-ROM XA.CD-L DVI 
Technology. Bid CDTV in bnsintes, 
edneahon and consumer martai*. 
Novotri. Hanuncnuilib. Landed. 
Contact: AgcstrcanL IS: 0733 60S33. 
Fu: 0733 345522. 

LONDON 


MAY 22 

TbeIatefM rt toB a llM fi ateafR«»eardt St 
Development A British Japanese 
DWogne Convened ty The Japan 
External Dude Organisation (JETROj & 
Tha Royal Imdbiie of International 
Aflxiis (RUA). SpcaLos include Vicc- 
Mhiistcr YUtBaau Kodaina. hfiaisfiy of 
International Dade ft Indnsoy &Tlw Rt 
Hon Prater LiPcy MP. C h atha m House. 
Enquiries RUA Conferences: 

■ftL 071 9302233; Fax: 071 839 3S93. 

LONDON 


MAY 22 

CUSTOMER CARE - Key 
M an ag em enl Issue of the 1999s. 

A one-day management conference 
packed with practical facts sod advice, 
case Usuries and real-Bfe success 
stories. QHII Centre, ParitarooB Square. 
Camec Jaoqudme Wilson. Blenheim 
Exhibitions A Conferences LuL 
081-8684466. 

LONDON 


MAY 23 

Advanced Owl Management and 
Performance Mea su rement 
Roben Kapboi and Rubin Cooper, 
Harvard Professors, address stato-of-the 
an Advanced Cost Management and 
systems design, with an insight hno 
Japanese Mm ge m c n t A cc o nntln g at an 
1CM/KPMG MieM g wne nt Cca w n t ii n g 
Conference. Comacc Paul Groves. 

I CM. TO 0483-37107 fax 0483-33082 

LONDON 


MAY 23 

Know Your Jungle - Basic Ewenfi a h 
of Cooqwtisar Imeffigeace & 
Ainriysia 

Excelsior HmbL Henttoow 
Contact Patricia Otmnard 
EMPOonsnhans 
TO: 071-487 5665 

LONDON 


MAY 28*29 

Transport In Eterope - Creating the 
Infrastrndnre for the Fntnre 
Hotel hna O an tinenteL London 
p«y | nM«g Financial Times 
Conference Or gHnoati oo- 
TO: 071-925 2323 Ba« 071 -925 2125 
LONDON 


MAY 30 

Enreprea Motetterr UnhM ina 
Twbukni Wbrtd Economy 
Convened by The Assoc for Monetary 
Union of Europe (AMUE) sod The 


(RnA). Speakers inctwfce Nonnao 
Lanxm MP. Rad Ono PtihL Sir Leon 
Brittan QC. Gtovanri Agnelli and 
Midte! CundcsMis. The Oroaveaor 
House Hotel- Enquiries RUA 
C(» retraces: TO: 071 930 2233: Fax: 
071-8393593 

LONDON 


JUNE 3 

THE RECCmSTBUC TION OR 

KUWAIT. Bow Id secure and 
pctfln ' ui Kuwaiti contracts- Conference 
examining how m (loanee, insure «ad 
manage Kuwaiti contracts. SpeaJors: the 
DTL The British Thlk Force for Knwak, 
tewyas. bankers and consnaiaa 
profewiooah with load Kuwaiti 
experience. Contact: Kate Metcalf. 
EBCpJcTO: 071 2364080 

LONDON 


JUNE 6 

JORDANS COMPANY LAW 
CONFERENCE: Hie Company hi 
Financial DiflleteltiaL For professional 
advisers to compan ies, directors and 
lenders. Practical solutions lo problems 
created by the recession, including 
due ctoc a' personal BsMHty. saenrity and 
enforoetnem, reativerahip and 
ixh i i i nhti al ton C ontac t: Conference 
Dcpartmetu, Jontans. TO: 0272 230600 
LONDON 

JUNE 7 

European Manufacturing Fbrwro: 
lntcjp-atfeng Process, Product and 
People for Global Admtage At this 
conference, d ele g a t e s can draw on the 
experiences of European. Japanese and 
Ame rican ^^iiIy* 111 cmpi p ifl i on 
bow integrating operations ooaM be the 
key to flehting off competition, survival 
and growth. Contact The Economist 
Conference UniL TO: 071 976 6565 

LONDON 


JUNE II 

The Fntara of Corporate Tn in The 
European Conmttmilj. Sh WQBam 
Ooodhart QCand senka tax advisors 
from EntfZ& Yonng. BAT BP. I CL 
ERS.Sanwaand EC Commission 
investigate existing tax s wmjjn i wxi 
and mcominend refeemato meet n eeds 
of EaroconrpB ni eg. Bmcfaea' Hafl. 
London BC1. Enquiries: Federal Trust. 
TO: 071 839 662S Fare 071 839 3120 

LONDON 


JUNE 12-13 

135*91 - Fourth Amnia] Executive 
In fo r mat ion Systems C unf erto re aod 
Exb&iUoe. Essential for BIS sponsors, 
developers and maoagerc, fesdring rop 
US and Euro speakers, live denxn and 
a co mf c ii mrive r-ihihil l rai C o nt a ct : 
Business I i tt e Hig e n ce. TO: 081 944 
1591. Fas 081 944 0332 

OLYMPIA, LONDON 


JUNE 13-15 

Energy, Env ir onment nod Economy - 
The W«Jtii of Nations 1991 
The second In the i m a nati onal series 
breached in 1990. with W> agenda of high 
imp nriiioce far Bie woritfs economic 
fetwe. major sponsors and tettboriutive 
speaker* hum across the spearem. 
Contaa GffiiB Shaw. Worid Business 
PonmiLld. TO: 031 2256979 
fax: 001 220 1353 

EDINBURGH 


JUNE 14 

Be ndin g I n fom uUl oo Infra stru ctures 
for Strategic Advantage. Speakers from 
a wide range of industries will 
demonante id delegates how by 
harnessing information wititin 
iaintanictnres. using databases and 
communications networks, they cm 
unlock dm powo- of htihrmaikM as a 
~ comp et i tive weapon in today's 
i ncws uigiy crowded ii ukrts . O oni a r t 
The Ecooontist Conference Unit, 

Tet 071 9766565 

LONDON 

JUNE 21 

The Increasing Persaoal UabBhy of 
Directors. Enraonmental and health A 
safety responsibilities, liability tag nrance . 
reposting i c quiretn eote (testing the 
tfirecto's loyalty), corporate 
restruanringfeiscrtveocy probkms. US 
D u e c x ots ' Itoility and jn s ura noe. Early 
bird and snail Has di vw nw offered. 
Contact: Amanda Wright. Legal Studies 
& Services Ltd 07 1 -236 4080. 

LONDON 


JUNE 27-28 
OFFSHORE OIL 
CONSTRUCTION AND 
SUPPLY CONTRACTS - 7th 

Annual Conference. 

offshore contracts. Stakis Sl Ermine 
Hotel SW I . Contact: Amanda Wright. 
Legal Studi es ft Services Ltd 
071-2364080. 

LONDON 


JULY 2-4 

SECURITY AWARENESS COURSE. 
(Residential) Plaza On The fade HoceL 
Tfe a t nism - the commercial threat; threat 
assessment; contingency pfenning: 
protection of infon nation: ex ecuti ve 
security: aftennath of the Golf W«r - 
security dSnmtion; drugs. rYwi v 
Atgtts Shield ImentaaonaLTOiOSI 876 
4445. 

fax: 081 392 2088 

LONDON 


JULY 2n3 

North See OB ft Gas 
Hod fiiTprf V wt htenia i London 
Enquiries: Pfmmcial Tfanei Conference 
OrjanUniKJu 

TO: 071-925 2323 
fax:071-9252125 

LONDON 


JULY 11 

WORK PATTERNS FOR 
RECOVERY 

Speaker r from six r i vw pw i.** and other 
specialists on mtilti-skilfisg, flexibfe 
working and other changes in job 
iM g aai sntion to eafaanoc efficiency. 

/Vn»e Fsniiuul l lnrinp v T nrnmm 

Data Services, life 071-250 3434. 
fax: 071-608 0999 

LONDON 



OVERSEAS 


MAY 15-17 

ELEDC9I 

Ekefroeic Data Interchange Systems in 
Focus. Discussing the organ ivaikm's 
national and imari io n al strategy, and 
otganisatiopal i mpli ca ri ooa. at the oae of 

imefdnnge of dun, image and voice. 

TO +39 2 9522102 
fax: + 39 2 95343321 

MILAN 


JUNE 11-12 

ELECTRONIC MESSAGING - 
"Cornerstone of Baah>» 
Onmmm ika rio ns". This con f erence 
oflm a comprehensive picture of 
dedskn «nafc<njr plmnirg m ^ yn* f n ibo 
b usin e ss beneflls ftom 
tefeoomtnniticadons as a tool, 'fechitieal 
ft business aspects covered in separate 
sessions. BEMA - TO+44 386 793 028 
Fax: +44 386 793 268. 

COPENHAGEN 


JUNE 12-14 

EVCA Venture S y mpo aim a 1991 
Grand HcseL Stockholm 
Enquiries: F i n n i- is i Times Conferenoc 
Organisation. 

TO: 071-925 2323 Fare 071-925 2125 
STOCKHOLM 


JUNE 19-21 

A NEW EUROPE: Toward The 
Nest MMetriam 

SEMT* fifth Emopcan a m o i Fdnxust 
Conference for sopphers to the world's 
ia i i i tn i dMfi t r rndiMtry. Top speakers 
from Japan. Hnrope and tbe USA- 
Contact SEMI xn fnn i twi. Arm 
Cochrane, TO: 071-2404905, fax-' 

071 -497 8728; in Brunets: Paul 
Davis, TO: (32X2) 736 20 58. Fax: 
(32X2)734 06 22. 

BUDAPEST 


JUNE 27-28 

THE 1991 EUROPEAN CORDLESS 

COMMUNICATIONS 

CONFERENCE. 

A pan-European overview of cordless 
TO071-274 872S 

PARIS 


EXHIBITIONS 


MAY 3-5 

FRENCH PROPERTY EXHTBITION. 
RojaJ Baths, Hnrragate. Quality 
mddmtial and commercial opportunities 
titroegboui F rance. May 3rd : I -7pm. May 
4th:9-30-6pra.May 5th: I0-5pm. 
Adntinkm free. Sestimra(lnw, Qnanee. 
b usin es a . farming) £10 session TO 0325 
381301:0822853551 

HARROGATE 


ScottishPower 

£ 300 , 000,000 

Revolving Credit Facility 

Arranged by 

Midland Montagu 


Underwriters 

Barclays Bank PLC Ch emical Bank 

Midland Bank |dc Rabobank Nederland 

London Brandi 

The Royal Bank of Scotland pic The Sanwa Bank, Limited 

The Toronto-Dommion Bank Union Bank of Switzerland 

Westdeutsche Landesbank Girozentrale 

London Branch 

Participants 

The Mitsubishi Bank, Limited Banque Nationale de Paris pic. 

Den Danske Bank The Flip Bank, Limited 

Morgan Grenfell & Go. limited 

Edinburgh Branch 

Clydesdal e Bank PLC The Bank of Nova Scoria 

Edinburgh Branch 

Samuel Montagu & Co. limited 

ScotttehAgent 

The Royal Bank of Scotland pic 

Agent 

Samuel Montagu & Go. l imited 



April 1991 


NORWAY 


The FT proposes to publish this survey on 
May 15 1991. 
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W hen Bank of Scot- 
land produces its 
annual results on 
Wednesday they 
win show its first fall in pre- 
tax profits since the early 
1980s. Higher provisions for 
bad debts means that group 
profits for the year to February 
are likely to fall short of last 
year's record £l94m. 

Yet despite this, the bank’s 
reputation as one of the most 
successful clearing banks in 
Britain is unlikely to be 
tarnished. Over the past 
decade, it has devised a strat- 
egy which has resulted in its 
share of the UK banking mar- 
ket roughly doubling (to about 
five per cent), with half its 
business now coming from 
south of the border, despite 
having only a skeleton branch 
network outside Scotland. 

That is backed by a manage- 
ment system which has so for 
enabled it to avoid many mis- 
takes. to keep costs low and 
consistently to innovate. Most 
of its growth has been organic. 

The transformation of what 
at the end of the 1970s was a 
competent but hidebound 
organisation owes much to 
Bruce Pattullo; now deputy 
governor and chief executive, 
he took over running the bank, 
which be had joined straight 
from Oxford, in 1979 when he 
was 4L 

When he arrived at The 
Mound, the bank's headquar- 
ters in Edinburgh, no one 
seemed to be responsible for 
the direction the bank was tak- 
ing. ‘‘The management 
assumed that the non-execu- 
tive directors were worrying 
about future strategy and left 
it to them,” he says. In fact 
the directors were busy run- 
ning own businesses an ^ 
assumed that the management 
was thinking about the future. 
Despite good Intentions there 
was a void.” 

Pattullo, a man whose li veli- 
ness belies his somewhat stem 
appearance, created a manage- 
ment board consisting of the 
clearing bank's full-time senior 
executives and told them that 
where the bank was in five 
years’ time was up to them. 
The main board of directors 
became entirely nonexecutive 
and its role became that of vet 
ting the decisions of the man- 
agement board, with Pattullo 
the only person on both. 

‘The idea was to give the 
managers responsibility. They 
wanted change and were 
delighted to rise to the chat 
lenge.” he says. 

Responsibihty then began to 
cascade down the managerial 
ranks. According to Peter Burt, 
47, who took over as chief gen- 
eral manager in 1988, Pattullo 



MANAGEMENT 


The Scottish bank with 
an English money-box 

James Buxton continues the series on UK clearers by assessing the 
Bank of Scotland, one of Britain’s more innovative institutions 




‘took the lid off the pressure 
cooker and allowed ideas to 
bubble up in a gradually accel- 
erating process". 

The bank’s initiatives in the 
Bn^ish market are designed to 
reduce dependence on the slug- 
gish Scottish economy, and to 
offset and even exploit the fact 
that it does not have a foil 
branch network in England. *Tf 
we'd inherited a network like 
Royal Bank of Scotland we’d 
have been delighted." says Pat- 
tullo. "But it was too late to 
buy or to build. Necessity is 
the mother of invention." The 
bank still only about IS 
branches in England outside 
London compared with 487 in 
Scotland. 

The initial big step was the 
1983 launch of the first money 
market cheque account offered 
by a clearing bank. It was an 
immediate success in the 

SOUth-east Of Rn gfanii. 

That was followed by. 

• Joint ventures with more 
than so organisations such as 
the Halifax Building Society 
and the Automobile Associa- 
tion, with the bank normally 
contributing financ ial products 
and processing, and the part- 
ner offering its customer base. 

• HOBS, the bank’s Home and 
Office Banking System, which 
was the first In the UK 
whereby a customer can oper- 
ate his account remotely. The 
majority of HOBS customers 
are companies which had no 
previous connection with Bank 
of Scotland. 

• Creating a card-processing 
centre at Dunfermline, Fife, 
which processes the Bank’s 
own Visa and Mastercards as 
well as those issued by institu- 
tions such as National Provin- 


cial building society an d, in a 
joint venture, Halifax Building 
Society. It now operates 1.5m 
ca rd.? 

• Invention of TAPS, the 
bank’s transcontinental auto- 
mated payment service, which 
links countries' automated 
payments systems for low cost 
transmission of very large 
numbers of small payments. 
The bank says it was a first 
and is «tin unique in dealing 
with payments to several coun- 
tries rimnUanw y mly . 

• Development of a substan- 
tial English business in mort- 
gages and targeted loans fed to 
it by intermediaries and oper- 
ated through the bank’s com- 
puterised central banking ser- 
vices in Edinburgh- It says it 
was the first UK bank to create 
this kind of centre fin: process- 
ing remote transactions. 

With its small English 
branch network the hank has a 
low cost-base. Its cost/income 
ratio fell three paints in 1989/90 
to 53 per cent as it poshed 
more business through its 
existing structure. That com- 
pared with ratios for London- 
based dearms of 84 per cent in 
the case of Barclays and 76 per 
cent for Midland. 

Bank of Scotland did not 
make some of the mistakes 
committed by other banks. Its 
first criterion for new ventures 
is never to do anything that 


might imperil the indepen- 
dence of the bank (reinforced 
by a 33 per cent stake held by 
its Edinburgh neighbour. Stan- 
dard Life), which automatically 
makes it cautious. 

Thus it did not buy into capi- 
tal market operations at the 
time of Big Bang (though it 
was anyway hardly big enough 
to have made much impact) It 
contemplated and rejected buy- 
ing a of Mate agents 

before that became fashion- 
able. It has a low exposure to 
less developed country debt; it 
did not boy a US bank, though, 
in this case, it tried but was 
outbid. 

“We’ve elected not to pay 
more than book value for 
acquisitions," says Archie Gib- 
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son. general manager for cen- 
tral banking services. “You’ll 
be famnfar with the expression 
‘short aims and deep pockets’." 

Al thoug h Bank of Scotland 
has a joint venture In a new 
bank in Greece, a joint venture 
in credit card-processing with 
Quelle, the German man order 
company, a stake in Tfolj aw 
credit cud processing as wen 
as a venture in New Zealand, 
fh<» UK is *ha main focus Of 
attention. It believes it under- 
stands UK banting best Says 
Burt "I believe we are still 
small enough to double our 
market share in the UK.” 

Already relatively small, 
Bank of Scotland believes it 
benefits from devolved author- 
ity and short w«es of communi- 
cation. Gavin Masterton, gen- 
eral manager since 1986 for UK 
banking east (covering the east 
of Scotland), says: “Cascading 
authority goes down as for as 
there’s a willingness to accept 
it." Every branch manag er he 
says, should feel that he 
"owns” his branch. Within 
branches junior managers 
should feel they "own", say. 
their own operations. 

In a phrase which often 
comes up in conversations in 
the bank, he sa ys , “ the triangle 
of authority here is flatter than 
in other banks". The distric t 
manager in, say, Fife, is "the 
man of business there who 


doesn't need to refer many 
decisions to Edinburgh . He 
says he regards both his 
regional managers and his col- 
leagues on the management 
hoard as his partners. 

Masterton says the bank is 
mnHnwally asking “is your 
journey really necessary?" to 
cut out redundant work. Staff 
put up ideas and a formal staff 

S ion scheme produces 
such as a more eco- 
nomical way of storing a cus- 
tomer’s standing orders, and 
ditching a rule requiring mort- 
gage arrears to be reported to 
toe district manager. 

In February, as the effects of 
recession in England on the 
bank's lending book deepen e d, 
the bank told its staff that 
there would have to be signifi- 
cant belt-tightening, but 
assured them that there would 
be no compulsory redundan- 
cies, though some of toe 12^00 
jobs would go through natural 
wastage. "If a person knows lie 
isn’t going to be sacked it 
becomes a lot easier for him to 
agree with you that his current 
job may not be necessary and 
do another one," says Burt 
Pattullo believes, he says, in 
a "bottom up" approach to 
management, preferring to 
wait for ideas to germinate 
down the line and be pushed 
up to the management board 
for approval, rather than to 
dictate from above. 

“A chief executive who is 
over-anxious to stamp his per- 
sonality on a bank has a high 
risk of foiling." he says. “Such 
an executive might say: I want 
to create an operation in every 
country in Europe. But if the 
people down the line don’t 
really want to do it, if the 
chemistry isn’t right, it won’t 
succeed." 

Some people who know the 
hank well suggest that its wish 
to keep its distinctiveness as a 
low-cost Institution, its typi- 
cally Scottish refusal to pay for 
goodwill and its dedication to 
increasing the wealth of its 
shareholders limit its growth. 

But the bank's record of 
expansion and new ventures 
contradicts that; the need for 
wmsanam in the management 
board, however, restrains indi- 
vidual egos and may avert rash 
moves. Pattullo says he exer- 
cises direction with a light 
hand, and the consensus has 
very occasionally gone against 
him. But senior managers 
believe bis leadership and con- 
sistency of approach are the 
key to toe the bank’s success. 

Dot Teay * m wi gwiitalnp high 

morale. Burt says: “With high 
morale you achieve miracles." 

The first article in this series, 
on National Westminster, was 
published on April 19. 


Business courses 


Project management: the 
critical «MUh and techniques. 
May SML London. Fee: £765 + 
VAT. Further enquiries: Ann 
Sinclair, Infomatics Resource 
Centre, 2 The Chape], Royal 
Victoria Patriotic BuildiD&Ftt- 
zhugh Grove. London SW18 
SSX. Tel: 081 871 2546. 

Management skills for women. 
July 1-3. London. Fee: £625 + 
VAT. Further enmnnes: Nick 


Bette, Frost & Sullivan, 4 Gw 
n»iam InnAftn SW1W 


Joint venturing: strategies for 
partnerships in a global 
marketplace. July 69, London. 
Fee: £600 + VAT, Further 
enquiries: Nick Betts, Frost & 
Sullivan, 4 Grosvenor Gardens, 
London SW1W 0DH. Tel: 
071-730 3438. Pax: 071-730 3343. 

Financing growth and expan- 
sion In the 1990s. Slay 21, Lon- 
don. Fee: £345 + VAT. Further 
enquiries: Conference Organ- 
iser. Business Research Inter- 
national, IBC House, Canada 
Road. Byfleet, Surrey KT14 
7JL. Tel: 071-637 4383. Fax: 071- 
631 3214. 


Effective banking relation- 
ships. June 20, London. Pee: 
£43L25. Further enquiries: HR, 
28th Floor. Centre -Point, 103 
New Oxford Street. London 
WC1A 1DD. Tel: 071-412 014L 
Fax: 071-412 0145. 

Manpower planning for organ- 
isations in developing coun- 
tries. July 1 • August 23- Brigh- 
ton, Fee: £6,400 4- VAT. 
Further enquiries: Meg Reed, 
Institue of Manpower Studies, 
ManteR Building, University of 
Sussex, Falmer, Brighton. Sus- 
sex BN1 9RF. Tel: (0273) 686751, 
Fax: (0273) 690430. 

Writing effective sales propos- 
als. May 14, London. Fee£345 
+ VAT. Further engulries: 
Infomatics Resource Centre, 2 
The Chapel, Royal Victoria 
Patriotic Building, Fitxhugb 
Grove, London SW1S 3SX. Tel: 
081-871 254$. Fax: 081-871 3866. ; 

Research and development 
contracting symposium. May 
30, Bedford. Fee: £110 + VAT. 
Further enquiries: Leslie Raff, 
The Short Course Officer, 
Cranfield Institute of Technol- 
ogy, Cnmfiekt Bedford MK4S 
GAL. 


Management abstracts 


Career gridlock: baby boomers 
hit the walL DT Hall & J Rich- 
ter in Academy of Management 
Executive (US). Aug 90 (16 
pages) 

Points out that for people 
bom between 1946 and 1964 the 
number of management jobs 
available is less than the 

demand and shrlwlring . 

This can lead to problems of 
career plate&uing for those 
with traditional ambition; 
asserts, however, that there 
are infini te ways of achieving 
'psychological success’; 
expands on this by profil- 
ing the baby boomers’ value 
systems, eg they have a need 
for autonomy and to question 
authority with a greater con- 
cern for a work/family balance. 

Suggests guidelines for more 
effective utilisation of baby- 
boom potential, such as replac- 
ing the promotion culture with 
a psychological success cul- 
ture. 

Human resources strategy. RS 
Schuler A JW Walke r in O rgan- 
National Dynamics (USX Sum- 
mer 99 IS pages. 

Asserts that "just as organi- 
sations can engage In 
short-term as well as long-term 


planning of business strategies, 
HR planning can be done with 
a short-term and a tong-term 
focus”; then decides to use the 
term "HR strategy* to refer to 
the short-term thrust. 

This is said to necessitate 
greater emphasis on HR con- 
cerns, concentration on key 
Issues, the interpretation of 
just about every aspect of busi- 
ness in HR terms, and the 
involvement of the . line in HR 

wrwyrrn • 

Relates several cases in 
which action on the personnel 
front has shown noteworthy 
results: the Weyerhaeuser 
Company’s Bayer (ball hear- 
ings) plant where crash 
courses in (product-related) 
English increased the utility of 
ethnic labour, Grand Union 
(food retail) where HR mea- 
sures brought about better cus- 
tomer service; and Swiss Bank 
Corporation North America 
where the marketing people 
needed training in communica- 
tions with non-marketing staff 
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ERICSSON $ 


Strategically important 
product launch from 
Ericsson 

‘A core technology for public networks of the future’ 

Ericsson, the Swedish-based international 
telecommunications company, has unveiled a new range of 
network products that the company believes will rank 
alongside its AXE digital switch as a major element of public 
telecom networks in the future. They are part of a new 
network strategy termed the Ericsson Transport Network 
Architecture. It is a new, more effective way to manage 
transmission and transswitching resources in public networks. 


ADVERTISEMENT 


ERICSSON S 


Ericsson's AXE digital switch is already 
one of the world's best-selling systems 
for public networks, with sales to 80 
countries, and installation last year of 
5.6 million focal lines, and 2.1 million 
transit lines. 

In future, says the company, the new 
generation of transport products will 
become another major revenue earner. 

The reason lies in the increasing 
importance of transmission and 
transswitching resources in determining 
toe profitability, flexibility and efficiency 
of public networks. 

It the public network operators fail to 
deliver high-quality new services quickly 
and cost-effectively, then customers may 
move to a competitive supplier; or opt to 
build their own network. Either way. the 
customer is lost, perhaps for good. 


Audited results for the 12 months ended 
31 December 1990 show Ericsson's 
consolidated net sales up 16% at 
SEK 45,702 million. Income before taxes 
increased 31% to SEK 4,855 million. 

Europe, induefing Sweden, accounted 
for 60% of the company's sales in 1 990; 
the US and Canada, 13%, 

Of the company's three core areas of 
public, radio and business communi- 
cations, public telecommunications saw 
^strikingly higher’ net sales, particularly 
in Spain, Italy, Australia and Mexico. 

Radio communications also saw 
strong growth, largely from toe continuing 
demand for mobile telephone systems. 


With Ericsson's new transport network 
strategy, public network operators will 
acquire a new competitive edge, says 
the company. 

The Transport Network Architecture 
strategy is built on three important product 
ranges: 

• Digital Cross Connect switches (DXC), 
to let network operators organise toe 
entire network with maximum 
efficiency 

• A complete range of high -capacity 
transmission systems using optical 
fibres 

• A centralised operation and maint- 
enance system called FMAS, to handle 
management of all or part of toe 
transport network 


particularly in the US and western Europe. 

Business communications activities 
were affected by weaker economic 
conditions and severe price competition, 
although safes of toe MD1 10 digital PBX 
held up well. 

On the outlook for 1991, President 
and Chief Executive Officer Lars Ranqvist 
pointed to the weakening of the 
international economy, and toe potential 
impact on telecommunications procure- 
ment of political developments in certain 
regions. ‘We are increasing our R&D 
activities and our expenditure on 
technology, with toe full impact expected 
during toe middle of toe 1990s. Altogether. 


‘A core technology for Ericsson’ 

The future of Ericsson in public networks 
wilj be built on three core system 
technologies: digital switching, with toe 
well-established AXE switch; network 
management, with the recently-launched 
TMOS system; and transport networks, 
with this new Ericsson Transport Network 
Architecture approach,’ explained Kari 
Alsmar, Ericsson's head ol product 
management. 

The Ericsson Transport Network 
Architecture will give public network 
operators greateropportunlties to reduce 
operating costs, and to improve both the 
quality of service and toe responsiveness 
of service delivery,’ he continued. 

’Existing transmission network 
resources can be used more efficiently, 
and operating costs can be reduced by 
simplifying network supervision and 
control. 

‘In toe past, transmission resources 
have generally been planned piecemeal. 
In future, they must be planned and 
managed on a network level. We are 
moving into the era of toe transport 
network, embracing both transmission 
and transswitching resources. 

‘Public network operators will expect 
a supplier to be able to offer a turnkey 
solution to transport network development. 
That’s precisely what this new Ericsson 
development will provide. The key is the 
TMOS-based Facility Management 
System (FMAS). 

‘Ericsson has the global experience, 
toe financial resources, and the 
technological strength and expertise to 
remain at the forefront of developments 
in this exciting newsector of the telecoms 
industry*. 


this may make it difficult this year to 
Surpass toe results achieved in 1990.’ 



CT3 goes live at 
Hannover Fair. 

Ericsson's CT3 cfigital cordless telephone 


City of Copenhagen 

The City of Copenhagen has selected 
Ericsson’s MD110 cfigital PBX system 
as the bads of a 9,000-fine communication 
network that will link 15 different 
administrative departments and hospitals. 

It is scheduled to enter service towards 
the end of 1991. 

Integrated voice and data tran s mission 
win enable toe hospitals to interchange 


US cellular 
to go digital in 
Los Angeles 

Ericsson has been selected by toe Los 
Angeles Cellular Telephone Company to 
supply new-generation digital cellular 
technology that will treble the capacity of 
existing mobile phone systems in Los 
Angeles. 

The equipment to be supplied will 
use the TDMA (Time Division Multiple 
Access) system that has been selected 
by the US communications industry as 
the preferred standard for toe next- 
generation digital cellular networks, ft Is 
Ericsson's first order for TDMA equipment 
in the USA. 

A test system will enter service in Los 
Angeles in July this year, moving on to 
full commercial service later In the year. 
Existing analogue cellular channels will 
be converted to cigSai channels, increasing 


weighing just 195 grams, and make and 
receive calls while they move freely about 
the exhibition complex. At the heart of 
the system is an Ericsson MD1 1 0 digital 
PBX. 


patient records. An integrated paging 
facility will enable medicaT specialists to 
be summoned wherever they are within 
the area served by the network. 

Equipped with all-digital trunk 
(exchange) lines, and 2B+D telephones, 
the MD1 10 installation will be ready for 
the coming Danish public ISDN network. 


or more. 

Los Angeles Cellular Telephone 
Company Is jointly owned by American 
Cellular Communications, a BellSouth 
Enterprises Company. McCaw Cellular 
Communications Inc., and LIN 
Broadcasting Corporation. 



News in brief 

ISDN signalling demo ‘ 

At this year's CeBIT exhbition in Hannover, 
Ericsson staged what it believed to be the 
first working demonstration of toe new 
Q-SIG specification for inter- PBX 
signalling. OS1G is the forerunner of a 
new European ISDN standard due in 
1992. 

It will enable users to network together 
PBXs in all their different offices, into 
Virtual Private Netwoiks using both private 
and public network resources. The 
Ericsson MOl 10 cfigital PBX can now run 
both Q-SIG and the widely-used DPNSS 
signalling. 

New phone systems 
Three new Ericsson telephone systems 
have been launched to provide modem 
business communications for smaller 
organisations. The BusinessPhone 6 
caters for the needs of businesses and 
self-employed people with up to 6 
extensions and 2 exchange lines. 

The BusinessPhone 24 and Busi- 
nessPhone 40 support 24 or 40 extensions 
respectively, and 8 exchange lines. The 
two larger systems are all-digital, and ; 
can be configured as a PBX or mufti-PBX 
shared by several companies. Features I 
include text displays, hands-free calling, I 
text message handling, and voice 
messaging. 

Designer phone wins design award 
A new ’designer’ telephone introduced 

by Ericsson In December 1990 for domestic 

use has scooped a prestigious design 
award in connection with the CeBIT and 
Industry Fairs at Hannover. 

It has been awarded an Industrie 
Forum Design Hannover seal of quality 
for 1991. 

Rebuilding phone services in Kuwait 
About 90% of toe Kuwait telephone network 
was originally supplied by Ericsson. At 
toe request of toe Emir, Ericsson sent a 
team to toe country immediately after its 
liberation to assess the extent of toe 
damage to telecommunications. 

As part of the emergency restoration 
work, Ericsson GE Mobile Communi- 
cations is to supply a muttimiHion dollar 
land mobile communications system for 
Kuwait The equipment is being manu- 
factured at toe company's plant in 
Lynchburg, Virginia. 


Tele/fonaktiebalagat LM Ericsson 
S -126 25 Stockholm, Sweden 


Turnover, profit up again in 1990 — but the 
future imposes ever greater demands. 


technology has taken another 
important step forward, with 
the official inauguration 
of the world's first 
public-access 
service using the 
technique. 

The Hannover 
Fair, Europe's largest 
exhibition centre, is 
installing an Ericsson 
DCT-900 system that by 
the end of this year 
provide cordless communic- 
ations throughout the 23 
exhfoition hails on the site, and 
the surrounding area. 

Exhibitors .and visitors will be 
able to hire pocket telephones 


This Hannover Fair system is 
considered to be the largest cordless 
telephone network in the world. Ericsson 
DCT-900 cordless telephone 
networks have so far been instaled 
or ordered in 12 countries. 



Integrated voice and data for 


the network capacity by a factor of three 
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{Tania 

Maria 

ROYAL festival hall 


short black dress and stilettos, 
a headset mike fitted around 
the razor cheekbones, Tania 
Maria totters on to the stage 
like a formidable adversary 
for Had Max's Tina Turner. 
She looks as though she means 
business. 

The Brazilian singer/ 
pianist's business is hot Latin 
fusion and cm Thursday it 
came fast and tight as ever, 
it was the last night of a 
European tour and, according 
to the salsasavants, she is at 
Ijherat “pre-New York best". 

’ TMs presumably means that 
the m e lodies are 
uncomplicated and the 
rhythm, borne by congas, 
t i m i n g imd bass, 
uncompromising. The carnival 
fireworks are In the voice and 

the streaming wordless vocals 
and scatttng. Or even 
whistling (ska trilled a 
complicated 10-mhxute salsa 
version of “Do yon think rm 
sexy?"). 

Whtetttng j azz .fa sten and 
getting away with it is one 
thing : any singer who can 
make a Royal Festival Hall 
andfence dance has spirit But 
the steaming mix of rock and 
Latin jas, cranked up by horn 
and trumpet, was completely 


C: 


The Marla method can be 
applied to any number, “Ce 
c'est bon", a carnival sta mp er 
fitted in perfectly with an 
unlikely, but sizzling version 
of the Stones' “Satisfaction”, 
carried off bolero style. “Hup!" 
the rfawiff w axe signalled as 
she comes crashing down the 
keyboard, cheeks sucked into 
an impossible pout and out 
pour the words. She crouches 
at die keyboards (one is 
electric) and telegraphs the 
cues to her slavish 
acco mp anists in b et w e en 
batting the lyric around with 
her as It tumbles forth. 
Block chords are planked In, 
when she can restrain her 
hands, to keep the careering 
voice on course. 

It did the trick. By the end 
of the set more than a few of 
ns were doing the merengne, 
elbows akimbo, down the 
gangway to meet the po-faced 
asters in front of the stage. 
Tm very happy - a little 
homesick - but! think we 
done a very good concert," 
Tania concluded modestly as 
she left an RFH crying out 
Cor more. 


* 

Three hoars eadkr singer 
Cleveland WatHss was taking 
the stage In supp o rt of Tania 
Marla. Showcasing a splendid 
new album. Blessing in 
disguise (Pulydor), the young 
Mack Londoner has a style 
and voice which could be mass 
marketed to a wider than Jazz 
. , audience. That seems to be 
'‘the idea, anyhow. But a fine 
Guildhall-trained voice is no 
guarantee of commercial 
success. 

My feeling is that he is too 
hard to pin down - and too 
cr af t y with the grooves - to 
appeal to nonjazzers. Like 
a junior jazz version of T«j 
Mahal, he has absorbed almost 
the entire range of black 
mode from calypso and reggae 
(“Bagah-Orange”) to George 
Bensonesque schmooze 
(“Memories”). It is clever staff 
alright and the six piece band 
behind Mm, led by g ui t ar i st 
Tony Reray, are spot on. But 
It is worth noting that the 
biggest cheers - led by his 
mother - were for a straight 
Motown soul sounding ballad 
which is pure Marvin Gaye, 
"Be T hankful for what you 
got". 


Garry Booth 



Sensitive Spitalflelds: the fruit and vegetable market moves in May and decisions will have to be w»ife 

ARCHITECTURE 


Complementary to historic sites 


C ambridge University's announce- 
ment last week that It is to go 
ahead with its development 
plans for the new Judge Institute 
of Management Studies was accompanied 
by the naming of the architect for an his- 
toric site in the centre of Cambridge. John 
Ontram Associates have been selected to 
design a major new building that has to 
Incorporate elements of the listed Old 
Addenhrookes Hospital currently occupy- 
ing the site between Trumpington Street 
and Tennis Court Road. Both the major 
donors, Mr and Mr Paul Judge ynd Mr 
Simon Sainsbury as well as the university 
were involved in the selection procedures 
to find an architect They have made a 
brave choice because John Outram is an 
original, hard to and yet highly 

appropriate because he understands and 
responds to the historical density of t-hfx 
site. 

But Outram is not in any way an histor- 
ical pasticheur. His particular sort of 
architecture achieves what many modern 
architects had thought to be impossible. 
IQs b uilding s are both technically innova- 
tive and ornamental. He does not, like 
some architects, mate the innovations of 
technology themselves into an artistic lan- 
guage. His own architectural lan g na g w is 
strong enough to encompass the existence 
of the old hospital and to add to it in a 
manner that will be complementary with- 
out being imitative. 

The Old Addenhrookes Hospital goes 
back to the 1740s but the most visible part 
from Trumpington Street is the facade of 
the 1860s, designed by Matthew Digby 
Wyatt. It was described by Pevsner in his 
“Buildings of England” as “a de pr ess in g 
example of its date, with many tamer dry, 
thin motifs, Italian as well as Tudor, 
assembled without any tension or accents- 
tion." It has more friends today and its 
curious, round arched North LambanHc 
character is not without possibilities. As 
Outram says, the facade has-losHittie-af- 
its relevance to the problem of urban 
architecture and seems less oF an ’artifice 
today than it probably was at the time of 
its original design. 

His solution to the problem of inserting 
a new and innovative centre for manage- 


ment studies on to this site is to create 
three buildings which win all be tinted by 
a 16-metre high animated internal street 
where students and faculty will meet and 
nringte. There will undoubtedly be consid- 
erable architectural drama that will give 
the new faculty a colourful profile in the 
university. 

John Outram’s w a m g is str ongl y 
to an eclectic range of new buildings. His 
country house in Sussex with its five 
typologies for the wrtnwm and richly col- 
ourful palette of materials is undoubtedly 
one of me most i n teresting country houses 
built in Britain this century. At some 
remove, but just as interesting, is the 
pumping station on the Isle of Dogs 
directly commissioned by the London 
Docklands Development Corporation. The 
earlier headquarters building for Harp 
Heating combined service columns with a 
considerable wit concerning the iconogra- 
phy of engineering. 

There are two as yet unbuilt schemes; 
the Milton Keynes based headquarters for 
the Consumer Association (Which ?) and 
the large new office development for the 
Rosehaugh-Stanhope Holbom Via- 
duct/Blackfriars Station site. The Outram 
element of this scheme is at the Black- 
friars end of the rite and is a remarkable 
essay in prefabricated brick ami concrete 
technology. This bunding - by far the 
most outstanding of the whole develop- 
ment - is at present on hold awaiting the 
upturn in the City property market It will 
he a very positive addition to the City. 

Outram bas been selected for the British 
PavfHon in this year's Venice Architec- 
tural Biennale. 

* 

Architects woe named for another Impor- 
tant project last week: the sensitive and 
important Spitalflelds Market site. The 
proposed redevelopment of this is a long 
saga. But minds will- have to be -focused in 
May when the fruit and vegetable market 
finally moves out to its new home in east 
London at Temple Mills. The Spitalflelds 
Development Group announced their 
selection of the international firm of Ben- 
jamin Thompson and Associates as master 


planners for the whole 12-acre site of the 

twarfcgfc- 

Ben Thompson and his wife Jane pio- 
neered, with the Rouse Company in the 
US, the rescue of redundant urban market 
sites or collapsed areas of major cities. 
They have marfi* an enormously successful 
impact - particularly at Boston's Faneuil 
Hall and Quincy Market, at New York 
(Sty's South Street Seaport development 
and at the Bayaide Marketplace, Balti- 
more. I recently admired their elegant res- 
cue operation at Union Station, Washing- 
ton D.C. Are they the right people to 
rescue this vital part of London that has 
been fought over by conservationists for 
years and lies on the brink of some of the 
most socially deprived parts of the capital? 
Spitalflelds is important for the City too: it 
Is a close neighbour to the monumental 
Broadjgate development as well as the 
Georgian streets of the former Huguenot 
quarter around Hawksmoor's Christ 
Church. 

The Spitalflelds Development Group 
have another scheme on the table at the 
moment which is due to be examined at a 
public inquiry in October. This scheme, by 
Swanke Hayden Connell, should surely be 
dropped at once and a groundswell of rap- 
port ensured for the ideas of the Thomp- 
sons. I was shown their very early ideas 
for the site, but I liked their informality 
and i agreed with the wish to the 
whole place “ walking scale". It is surely 
right to have a wide selection of architects 
working on a whole range of buildings 
under the careful direction of a master 
planner to ensure a sense of harmony 
without uniformity. The track record of 
Ben Thompson Associates - currently 
also working in Dublin and Cardiff - 
shows that they have often achieved the 
impossible and made enjoyable places 
flower in the urban deserts. As tong as 
they remember that Spitalflelds has to be 
the key to the regeneration of east London 
as wdl-as a link to the City, I feel that 
they have the sensitivity to rescue Spitat 
fields from squalor. They must not be 
hedged about with any more bureaucratic 
delay. 

Colin Amery 


The Stick Wife 

THE GATE THEATRE 


The staging is terrific; the 
lighting is pretty good, too. 
And, of coarse, this befog the 
Gate Theatre, the acting and 
direction are superb. There are 
some doubts, however, about 
the play. 

The Stick Wife by the Ameri- 
can playwright Darrah Cloud 
is set in Birmingham. Alabama 
in 1963, a pregnant year in US 
politics. The stage action takes 
pl wfl w outside a suburban white 
lower middle class house, 
where the washing is hung out 
to dry in the days before dry- 
ing machin es took over. Since 
most of the washing consists of 
white sheets, the message is 


clear enough from the start. 
*Td never realised how much 
white shows up the dirt,” says 
cue of the female characters 
later on. There are three wives 
and three husbands. The men 
are involved in the bombing of 
a Mad: church which results 
in the flmrfh of four children. 
The women are in varying 
degrees and at various stages 
opposed to the violence, which 
the men call war. One of the 
wives informs the - federal 
that the husbands 
are members of the Kn Khxx 
man. This is a true, or at least 
true-ish, story, documented by 
the New Yack Times. 


In the end, however, the 
women stick to their men. The 
crowning blow, as yon might 
have guessed from the date, is 
the assassination of President 
Kennedy. “Oh my Lord,” the 
women wail in unison, “who’s 
going to take care erf us now?" 
No paint in shooting their hus- 
bands, as they had once 
seemed prepared to do, if there 
has been a collapse of author- 
ity in the White House. They 
may not have stuck to their 
guns anyway. 

There are some good 
moments: for example, in refer- 
ence to war - “Where's Viet- 
nam?” “Africa." And Marty 


Cruickshank, as the leading 
wife, comes dramatically close 
to p nTHng the trigger. One half- 
expected a section of the audi- 
ence to rise up in protest that 
she does not. Ms Cnrickshank 
is marvellous in her intensity, 
as indeed is the whole produc- 
tion - down to the sound of 
the crickets - by Nancy DIu- 
guid. Written 20 yean ago, this 
would have been a stunning 
piece. Now it seems a bit dated: 
the women’s movement 
looking fin: roots. 


Malcolm Rutherford 


Carmen 

covorr garden 

From the morass of mediocrity 
which is the new Royal Opera 
Carmen (sponsors: Daiwa 
Europe Ltd and the Linbury 
Trust), a handful of rewarding 
performers stand apart There 
is, for example, Leontina 
Vaduva: her Mfenpfe. played as 
a milksop entirely feriring in 
country-girl determination, 
delivers nonetheless an exqui- 
site third-act aria - the voice 
of the young Romanian 
soprano is not yet in full 
bloom, bat the quality is lus- 
trously fresh. 

There is also Gino Quilico, a 
bit slow on his pins fa* a star 
bullfighter, but a stylish bari- 
tone with vocal elegance and 
verbal wit to bis credit - and 
native French (or rather, Cana- 
dian-French) as well, not some- 
thing heard at Covent Garden 
very often. Christopher Booth- 
Jones (Morales) cuts a dash: 
aruf though often the wretch- 
edly badokxddng of the stag- 
ing contrives to deny us dear 
sight of the attractive persons 
of Judith Howarth (Frasquita) 
and Jean Rigby (Mercedes), at 
least we are not denied sound 
of their attractive voices. 

Best of all - and principal 
saving grace of an otherwise 
dispiriting evening — is thn 
Jose of Luis Lima. He is, as we 
recall from his Carlos and 
Nemnrino on the same stage, a 
fine, intensely physical actor 
email , trim, darkly handsome, 
with tiqtridly expressive eyes 
and a way of being stirred to 
love or violence which com- 
bines Tjtffn volatility acute 
psychological understanding 
fond vital, poetically accented 
use of words, spoken as well as 


the opera is Jos6’s trag- 
edy was at Covent Garden on 
Friday clearer than ever; for on 
a stage clogged and cluttered 
by a particularly debased form 
of pictorial naturalism, with 
fadtS pieces of nhareribwiBa - 

tion nnhnirpri by any discerni- 
ble dramatic ♦hronrf , T.ima pro- 
vides th<> single developing nrm 
of dramatic coherence and con- 
sistency. 

In the past he has tended to 
force his lean, dusky-toned 
tenor at climaxes, as much 
(one suspects) through dra- 
matic enth usiasm as anything 
else. Here, some unwanted 
bursts of final-duet sobs not- 
withstanding, he sounds 
impressively apt to the music, 
neither too heavy nor too light; 
and while a conductor leas lim- 
ited in his command erf French- 
operatic style than Zubin 
Mehta would no doubt encour- 
age Um« to mo uld the melo- 
dies with even greater supple- 
ness, tMq js in sum one of the 
most moving Joses of recent 

times. 

Mehta is a conductor with a 


gift for waking up an orchestra 
(and, evidently, a chorus - 
their form was above the 
recent house average). He 
approaches the work with 
energy, and a certain feeling 
for the beauty of detail in 
Bizet's scoring. What he 
entirely lado) is rhythmic elas- 
ticity - the Spanish metrical 
inflections receiving either a 
d rum - bang in g underlining or a 
hot-handed caress - and, more 
seriously, any sense of unfold- 
ing dramatic impetus. 

Friday’s was a Carmen expe- 
rience of stop-starts. In a thea- 
tre larger than that for which 
it was written, the opera needs 
not flasby moments, but a 
clear grasp of how to keep the 
work moving and, above all, 
certainty of taste. But since the 
conductor insists on perform- 
ing the work in the roundly 
discredited edition by Fritz 
Oeser. plumped full of those 
obviously ineffective short pas- 
sages or repetitions which 
Bizet himself cut before open- 
ing night, certainty of taste is 
not Mehta's calling card. Can 
no-one at Covent Garden hear 
how completely those added, 
bits of Oeserie lame the close 
of the “Chanson boheme”, for 
instance, or the final duet? 
Does no-one care? 

The blend of Mehta's style- 
lessness and Nuria Espert's 
limp production (in the tall. 
Goya-influenced but plasticky- 
looking and space-cramping 
single set of Gerardo Vera) is a 
lethal one. There are few 



Maria Ewing and Lids Lima 


things in opera more numbing 
than the meaningless operatic 
naturalism on offer here. The 
production's flubbed details 
and attempts at novelty are 
countless - the Sevillian 
working people doing their lit- 
tle cameos in Act 1, the fla- 
menco dancer spoiling the 
quiet opening music of Act 2, 
an utterly incompetent fight in 
Act 3, the "lining crowds plus 
two horses in Act 4, and so on. 
How so distinguished a woman 
of the Spanish theatre can 
have foiled in this particular 
way with this particular opera 
is a sad mystery. 

Having Maria Ewfog in the 
title role was obviously no 
help. Reports tell us that her 
attendance at rehearsals was 
slight; but even without that 
information we could probably 
guess as much. For this is Car- 
men in an hermetically sealed 
bubble, giving us Her Perfor- 
mance, unresponsive to others 
on stage; even her singing, 
with its fascinating timbre 
(albeit shrill on high notes) 
and phrase-shapes, sounds 
self-directed. 

Miss Ewing can be the most 
mesmerising of stage artists. 
Here, her presence is negative, 
a final drain on the vitality of 
the character and the opera. 
Indeed, one must accord the 
production a last benefit of the 
doubt: perhaps a different Car- 
men will make it all seem dif- 
ferent. 

Max Loppert 


Kathleen Ferrier Scholarship 

WIGMORE HALL 


It is hard to see why a 
recession should cause a drop 
.in the output of good young 
singers. Voices are not 
acquired on credit and one 
would have thought there 
should be a continuous supply 
of new talent, if the teachers 
and interest in the art form are 
still there, as there is every 
reason to believe they are. 

The Kathleen Ferrier Memo- 
rial Scholarship, awarded since 
1956, has a history of produc- 
ing winners who have gone on 
to successful careers. This 
year, indeed, it may do the 
same again, as the prizes went 
to very worthy competitors. 
But there was not the same 
depth (rf talent that ban maria 

it difficult in the past to decide 
the order of merit between a 
large field of high-quality 
entrants. 

On Friday, at the finals held 
at the WIgmore Hall, it seemed 


a fairly straightforward choice 
between two or three singers. 
The jury selected the soprano 
Mazy Plazas, not necessarily 
the most exciting of them, 
which suggests that they were 
looking for a sense of style as 
well as purely vocal accom- 
plishment. Her Debussy and 
Bellini were equally stylish, 
quietly expressive, and she 
sang as though she loved the 
music, which is always a 
help. 

The runner-up was the 
youngest competitor, 22-year- 
old mezzo Jane Irwin, and 
third prize went to the soprano 
Gail Pearson. I would have pat 
them round the other way or 
even riven first place to Miss 
Pearson. In a competition that 
had been singularly lacking in 
zest, she really made the audi- 
ence sit up with her bright and 
confident staging of Gounod’s 
Romeo et Juliette, while always 


giving the impression that she 
had plenty of voice to spare. 

Still, Jane Irwin's pro- 
gramme was well presented 
and there was every sign in 
her performances that voice 
and personality are developing 
in equal measure, which is a 
valuable attribute in one so 
young. 

In the closing address on 
behalf of the jury Janet Baker 
summed up three fellings that 
it was felt had been prevalent 
during the competition: poor 
physical presentation; poor 
languages; and a poor choice of 
programmes. At many other 
Ferrier finals this would have 
seemed a querulous attitude 
with which to end. But not at 
this one. For all three faults 
had been disturbingly in evi- 
dence in the course of this last 
evening. 

Richard Fairman 
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Guide 

TODAY'S EVENTS 

BERLIN 

MUSIC AND DANCE 
Komtect te Oper 19.00 Tom 
Schilling’s production of Cinderella, 
music by Prokofiev. Tomorrow: 

Die echweigsame Frau. No 
performances on Wed, Thurs and 
Fri (2292 555) 

Staatsoper under den Linden 19.30 
Mozart's Der Schauspleldlrektor. 
Tomorrow: Madama Butterfly. Wed: 
Les contes d'Hoffmann. Thurs: Der 
fliegende Hollander. Sat Cos! fan 
tutte. Sun: Fidello (2004 762) 
Deutsche Oper 19-30 Heinrich 
Ho H reiser conducts Ponnelle 
production of Fldelio with Sabine 
Hass as Leonora. Tomorrow: Die 
ZauberflOle. Wed: Lohengrin. Fri: 
Rigoletto. Sun: Gwyneth Jones 
sings Elektra (3410 249) 
Pfillharmonle KammennusBteaal 
20.00 Mlscha Maisky plays cello 
sonatas by Debussy, Brahms and 
others. Tomorrow: piano recital 
by Alan Marks. Sat and Sun: 
Christopher Hogwood conducts 
Berlin Philharmonic (2614 383) 
THEATRE 

This week's repertory at the 
Berliner Ensemble includes The 
Caucasian Chalk Circle, The 
Threepenny Opera, The Good 
Person of Sezchuan and Helner 


Muller's Germania Tod in Berlin 
(2827 712); at the Deutsches 
Theater there is a new production 
of Peer Gynt (2871 225), and the 
VolksbOhne has The Comedy of 
Errors (2082 748). In the western 
part of the city, the Schaubuhne 
Is presenting Klelsfs Amphitryon 
today and tomorrow, and Luc 
Bendy’s production of The Winter’s 
Tale on Sat and Sun (890023) 


■LONDON 

MUSIC 

Covant Garden 19.00 Zubin Mehta 
conducts Nuria Esperfs new 
production of Carmen with Marfa 
Ewing in title role, also Fri. 
Tomorrow and Wed: Royal Ballet 
triple bill. Thurs and Sat David 
Bintley's new full-evening ballet 
Cyrano (240 1066) 

Coliseum 19.30 David Atherton 
conducts Tim Albery’s new 
production of Peter Grimes, with 
Philip Langridge In title role, also 
Thurs. Tomorrow and Fri: Don 
Giovanni. Wad and Sat Cunning 
LittiB Vixen (836 3161) 

Royal Festival Had 19.30 Vladimir 
Fedoseyev conducts Moscow Radio 
Symphony Orchestra In 
Tchaikovsky's Fifth Symphony, 

with Nikolai Demidenko soloist 
in Rachmaninov's Second Piano 
Concerto. Tomorrow's programme 
includes Gubaidulina’s Offertorium. 
Wed: Yuri Simonov conducts 
philharmonia. Thurs: Kent Nagano 
conducts LPO. (928 8800) 

Queen Elizabeth Hall 19.45 Marcus 
Roberts, American jazz pianist 
Tomorrow: Nicholas Kraemer 
conducts Bach. Thurs: John Eliot 
Gardiner conducts Gluck's Orfeo 
(928 8800) 

Barbican 19.45 Alexander 
Schneider conducts Chamber 


Orchestra of Europe In music by 
Mozart and Hugo Wolf. Wed: 
Gunther Herblg conducts Toronto 
Symphony Orchestra. Sat recital 
by Kyung-Wha Chung and Stephen 
Bishop-Kovacevich. Sun: Igor 
Oistrakh’B 60th birthday concert 
(638 8891) 

THEATRE 

The most popular West End shows 
are Carmen Jones, Oscar 
Hammer-stein's musical update 
of Bizefs opera directed by Simon 
Callow (Old Vic), and Miss Saigon 
(Drury Lane). Gerard Murphy's 
RSC production of Christopher 
Marlowe's Edward II opens tonight 
at The Pit This week's other shows 
Include Steve Berkoff's adaptation 
of Kafka’s The Trial, with a cast 
led by Antony Sher (National), and 
White Chameleon, Christopher 
Hampton's semi-fictional memory 
play about a childhood in Egypt 
(National). Later in the week, the 
RSC brings King Lear to the 
Barbican with John Wood in the 
title role, and Jud! Dench stars 
fn Sean O'Casey's The Plough and 
The Stars at the Young Vic. Phone 
Theatreline: Plays 0836 430959 
Musicals 0836 430960 Comedies 
0836 430961 Thrillers 0836 4309 
62 


■ MILAN 

Toatro alia Scafa 20.00 
Myung-Whun Chung conducts foe 
Scala orchestra In a concert of 
music by Beethoven and 
Musorgsky. Thurs, Fri and Sun: 
Adriana Lecouvreur (7200 3744) 


■ MUNICH 

Staatsoper 19.30 Roberto Abba do 
conducts Glancarto del Monaco’s 
production of Manon Lescaut, with 


a cast led by Anna Tomowa-Sintow 
and Peter Dvorsky, also Thurs and 
Sun. Tomorrow: Tchaikovsky's The 
Maid of Orleans. Sat L’ltaliana 
in AJgeri. Tomorrow in 
Cuvillies-Theater Munich premiere 
of Mozart's Apollo et Hyazinthus 
and II sogno dl Scipione, also 
Thurs and Sat (221316) 
Philh arm onic 19-30 Sergiu 
Celibidache conducts Munich 
Philharmonic Orchestra in Haydn's 
Symphony No 103 and Beethoven's 
Violin Concerto, with Oleg Kagan, 
also tomorrow. Sat and Sun: 
Othmar Maga conducts Brahms, 
Veerhoff and Reger (48098 614) 


■ GENEVA 
Grand TTteMre 20.00 Recital by 
Marilyn Home accompanied by 
Daniel Beckwith. Tomorrow, Thurs 
and Fri: Bartok and Mozart cycle 
with Alban Berg Quartet Wed and 
Sat Arm in Jordan conducts Don 
Giovanni, with Thomas Hampson 
in tide role and Willard White as 
Leporello (212311) 


■ NEW YORK 

MUSIC 

This week's programme is 
dominated by foe Carnegie Hail 
Centennial Festival. Tonight at 
20.00 Yuri Temirkanov conducts 
Philadelphia Orchestra in Borodin’s 
overture to Prince Igor, Sibelius' 
Second Symphony and ' 
Rachmaninov's Second Plano 
Concerto, with Andre Watts. Wed: 
Zubin Mehta, conducts New York 
Philharmonic Orchestra in Mahler's 
First Symphony and Tchaikovsky's 
First Piano Concerto, with Van 
album. Thurs: Christoph Dohnanyl 
conducts Cleveland Orchestra In 


world premiere of Schnittke's 
Concerto Grosso No 5. Fri: James 
Levine conducts Beethoven, 
Wagner and Strauss, with Jessye 
Norman. Sat: Emanuel Ax, Isaac 
Stem and Yo-Yo Ma play piano 
trios. Sun: Robert Shaw conducts 
centennial choraJtest, followed by 
a two-part gala concert presided 
over by Levine and Mehta (247 
7800). 

DANCE 

M et r o p ol itan Opera 20.00 American 
Ballet Theatre triple bill, including 
Jlri Kyi Ian's Slnfonietta. Tues to 
Fri: new staging of Don Quixote 
by Vladimir Vasillev. Sat Twyla 
Tharp programme (362 6000). This 
week’s NY City Ballet programme 
at the New York State Theater 
opens tomorrow with Peter Martins' 
new production of The Sleeping 
Beauty (870 5570) 

THEATRE 

This week's Broadway shows are 
headed by Miss Saigon, a transfer 
of Nicholas Hytner’s London 
production starring Jonathan Pryce 
and Lea Salonga (Broadway 
Theater) and Gypsy, Tony 
Award-winning production of the 
musical with lyrics by Stephen 
Sondheim and foe original Jerome 
Robbins choreography (Marquis). 
Ofl-B roadway shows include 
Colette Collage, two musicals 
about Colette taking an Intimate 
look at two distinct points in her 
life (Theater at St Peter’s), and 
Haunted Host, Robert Patrick’s 
play about a Greenwich Village 
writer who is haunted by the 
memory of his young protege and 
confronted by foe dead man's 
double (Actors Playhouse). 
TJcfcetron (246 0102) answers 
inquiries and sells tickets 


■ PARIS 

MUSIC AND DANCE 
This week's events include a final 
chance to catch Ruth Berghaus' 
staging of Ariane et Barbe-bleue 
tomorrow at the Chatelet (4028 
2840); Robert Carson's production 
of Manon Lescaut tomorrow, Thurs 
and Sat at the OpSra Bastille (4001 
1816); Gisefie at the Palais Gamier, 
performed by the Opera Ballet 
daily from tomorrow (4742 5371); 
a concert at foe Saile Pieyel on 
Fri by the Toronto Symphony 
Orchestra conducted by Gunther 
Herbig (4563 0796). and a Sun 
morning recital by Franeois-Rene 
Duchable at the Theatre des 
Champs-EIysAes (4720 3637) 
THEATRE 

The repertory currently Includes 
Jean Genet's The Balcony at the 
Odeon-ThSfttre de l‘ Europe (4325 
8092); Marivaux's La Fausse 
Suivante, Strindberg’s The Father 
and Moltere's Le Mai ad e 
Imaglnaire at the Comddie 
Fran pal se (4366 4360) 


■ VIENNA 

Staatsoper 18.30 Claudio Abbado 
conducts Khovanshchina with a 
cast led by Vladimir Atlantov, 

Marjana Lipovsek. Nicholal 
Ghiaurov, Heinz Zednik and Anatoli 
Kotscherga. Tomorrow: Schreker's 
Der feme Klang. Wed: La Bohdme 
with Freni and Carreras. Thurs: 

Eva Marion sings Salome. Sat 
Tannhduser (51444 2960) 

VoUcsoper 19.00 My Fair Lady. 
Tomorrow: Merry Widow. Wed: 
Grafln Mariza. Thurs: Cinderella 
(ballet). Fri: Eine Nacht in Venedig. 
Sat Kiss Me Kate. Surt; Giustino 
(51444 3318) 


European Cable and 
Satellite Business TV 

(all limes CET) 

MONDAY TO FRIDAY 

Euroapart 

06004)630 International Business 

report 

CNN 

05004530 Moneyllne 
0800-0830 Moneyllne 
1230-1300 CNN Market Watch 
1330-1400 Business Day 
2000-2030 World Business Today - 
a joint FT /CNN production with a 
review ol die day's major busi- 
ness stories 

2300-2330 World Business Today 
0100-0130 Moneyllne 
Sma ncftnnl 

0700-0830 Financial Times Busi- 
ness Report 

A five minute business briefing 
broadcast three times between 
0700 and 0800 

2220 - 2250 (Wed) Financial Times 
Business Weekly - the latest 
round-up of business news with 
James Bellini and Debbie Middle- 
ton. 

0830 & 2030 (Thurs) Financial 
Times Business Weekly 
Sky News 

1200 International Business 
Report 

2130 (Thors) Financial Times Busi- 
ness Weekly 

SATURDAY 

CNN 

0800-0830 Moneyllne 
08000330 World Business Today - 
a joint FT/CNN production 
1540-1610 Moneyweek 
1900-1930 World Business This 
Week 

2110-2140 Your Money 

SUNDAY 

SvpQKJwnnol 

1800-1830 FT Business Weekly 
1830-2000 FT Suafneas Weakly 
23300030 FT Business Weekly 
Sky Mews 

1030-1100 FT Business Weekly 
CNN 

07100740 Moneyweek 
1540-1610 Your Money 
1800-1940 Moneyweek 
0040-0110 Inside Business 
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Protecting 

Iraqis 


EVENTS IN Iraq get steadily 
harder for the layman, and per- 
haps even the specialist, to fol- 
low. Reports of the savagery 
used by President Saddam 
Hussein's regime to suppress 
the March uprisings and to 
punish the communities which 
took part in them continue to 
pour out Yet not only does Mr 
Saddam himmif keep proclaim- 
ing his intention to torn over a 
new leaf and introduce democ- 
racy. the leaders of the Kurd- 
ish rebellion themselves 
appear to take his statements 
at face value. 

They say they have reached 
agreement with him “in princi- 
ple" on Kurdish autonomy, and 
that they regard democracy in 
Iraq as the best guarantee of 
such an agreement They are 
even, photographed embracing 
him on both cheeks. 

Meanwhile Kurdish refugees 
on the Turkish border are ref- 
using to leave the mountains 
even for the camps being estab- 
lished under American, British 
and French military protec- 
tion: the western allies are 
extending their protected zone 
eastwards along the border; 
and Britain, supported by its 


large enough to contain any- 
thing like all the refugees. 

Second, it is dear the allies 
do not intend to stay there 
indefinitely, and the Kurds 
have to ask what will happen 
after their departure. 

Third, if the Kurds do not 
soon return to their homes fur- 
ther south there is a real risk 
that much of their homeland 
wRl be repopulated with Arabs 
and so become lost to them fox 
ever. 


European partners. Is 
ing the cn 


creation of a UN _ 
force to give the Kurds greater 
and longer-term security 
within their own country. 

It is indeed ironic, and at 
first sight inexplicable, that 
Kurdish leaders, who a few 
weeks ago were pleading in 
vain for western intervention 
in the Iraqi civil war, should 
now appear more respectful of 
Iraqi sovereignty than the 
western powers. 


Western attitude 
But their attitude now has to 
be understood in the light of 
the western attitude then. 
Rightly or wrongly, the west 
declared its unwillingness to 
remove Mr Saddam from 
power, or even to support 
those Iraqis who were trying to 
do so. More recently, it has 
been reported that the US Cen- 
tral Intelligence Agency now 
believes Mr Saddam capable of 
staying in power for some 
time, perhaps indefinitely. 

The Kurdish leaders have 
taken note of that. They do not 
and cannot regard the “safe 
haven" being constructed 
along the Turkish border as a 
solution to their people’s prob- 
lems. In the first place it is not 


Key question 

If Mr Saddam is going to 
stay in power in Baghdad they 
need a deal with him, however 
repugnant that may be. As for 
the embraces, they do not 
imply any affection. They are 
simply the Middle Eastern 
equivalent of a handshake. 

But the agreement ha s still 
to be negotiated in detaiL The 
key question is bound to be: 
what will make it look convinc- 
ing enough to persuade Kurd- 
ish fawinAH , who flgrf in utter 
and justified panic a month 
ago, that they can now safely 
return? 

Here is where western and 
Kurdish strategy may converge 
again, in the shape of Mr Doug- 
las Hurd’s proposed UN police 
force. The Kurds should latch 
on to this in their negotiations 
with Baghdad, and insist that 
Iraq itself, as part of the deal, 
request the deployment of such 
a force not merely in the north 
but throughout the country. 

Iraqis need protection from 
their own government not only 
in Knrriigtan but “in -man y 
parts at Iraq”, as was recog- 
nised by the UN Security 
Council three weeks ago when 
it passed Resolution 688; and 
the Kurds for their part need 
to demonstrate their solidarity 
with the rest of the Iraqi popu- 
lation, to rebut the inevitable 
accusations of betrayal from 
other oppos it ion spokesmen. 

Their instinct is right: 
democracy throughout Iraq 
would be their only long-term 
security. Mr Saddam now 

nlahtifl to be nffering that, but 

he must know that without 
external protection Iraqis v 
never fern free to vote against 
Ba’ath party candidates. A UN 
police force is essential if genu- 
inely free elections are to be 
held; and sanctions should not 
be lifted until free elections 
have taken place. 


UK aid and 
the poor 


ONE OF THE hallmarks of the 
Thatcher decade was a grudg- 
ing attitude towards develop- 
ment. UK aid spending fell 
from 0.52 per cent of gross 
national product in 1979 to just 
031 per cent 10 years later. 

Not surprisingly the Organi- 
sation for Economic Coopera- 
tion and Development picks on 
this record in its latest review 
of British aid policy. The rela- 
tively modest cash increases 
planned for the next few years 
will lead to only a slight rise in 
real spending. Aid could even 
decline farther in proportion to 
GNP, the OECD says. 

Third World lobby groups 
have drawn attention to the 
report in the hope that Mr 
John Major will turn out to be 
more generous than his prede- 
cessor and increase the budget 
accordingly. This hope looks 
vain and may be simplistic. 
The return to fiscal deficit 
makes the granting of extra, aid 
unlikely. Anyway, increasing 
the budget only makes sense if 
recipients can usefully absorb 
the extra funds, and n it does 
not involve sacrificing the 
quality of the aid programme. 

Too much of the UK aid bud- 
get remains tied to the pro- 
curement of British goods and 
services. The UK is one of the 
worst offenders in the indus- 
trial world in this regard. The 
government has begun to 
reverse this policy, at least 
where the poorest countries 
are concerned, but the OECD 
rightly says it should do more. 


benefit British companies 
rather than the poor peoples of 
the developing world. Indeed, 
in the general argument about 
the level of the aid budget. 
Industry is all too willing to 
gloss over the fact that much 
aid is necessary simply to off- 
set trade protection in the First 
World. The UK boasts a rela- 
tively open economy, but it is 
far from innocent in this 
respect. If Mr Major were 
really concerned about devel- 
opment, he should persuade 
bis EC colleagues to abolish 
import restrictions on farm 
products. The need for aid 
would certainly diminish as 
protection is lifted. 


Unfortunate blemish 

The UK's predilection for 
tied aid is a blemish on a pro- 
gramme that is otherwise char- 
acterised by an exemplary 
level of concessionality, con- 
centration on the poorest coun- 
tries and professional evalua- 
tion of projects and 
programmes. Tying aid dimin- 
ishes its effectiveness. It limits 
choice and raises procurement 
costs. Reduce lying, the argu- 
ment goes, and the effective- 
ness of UK aid could be further 
enhanced. Yet critics such as 
the OECD must accept that a 
cut in tied aid would make it 
even harder to drum up sup- 
port for an increased aid bud- 
get 

Pressure for tying remains 
strong in industry, which too 
often sees the aid budget as 
being primarily designed to 


Fallible institutions 

The general rule is that the 
larger the aid budget, the 
tighter the strings attached. 
UK spending is increasingly 
conditional on the recipient’s 
following International Mone- 
tary Fund and World Bank 
adjustment programmes. This 
should help to ensure that 
spending is effective, but the 
principle should not be fol- 
lowed slavishly. The Bretton 
Woods institutions are faUihle 
too. 

Another feature of British 
policy is the new fashion for 
targeting aid towards countries 
seen as offering “good govern- 
ment”. This Is generally taken 
to mean a level of democracy 
sufficient to make government 
accountable, minimise corrup- 
tion and secure basic human 
rights. This has some merit. 
After all it is easier to help 
well-governed countries. But 
the policy is too vague and eas- 
ily overridden for the sake of 
other foreign policy objectives. 
Under a good government 
yardstick countries like Kenya 
and Malawi would not deserve 
to be large recipients of British 
aid. 

Perhaps the best yardstick is 
the one which opinion polls 
suggest the public prefers, 
namely the degree to which aid 
actually helps the very poor. 
This is a standard which 
implies a need for good govern- 
ment in the recipient country 
without making it into an 
obsession. The public is right 
to be suspicious of the use of 
aid to further Britain’s com- 
mercial interests or to curry 
diplomatic favour with devel- 
oping country leaders. 


ow can 6,000 dvil servants, 
mostly based in Washing- 
ton, best promote develop- 
ment in the Third World? 
That is the vexing question faring Mr 
Lems Preston, the forma: chairman 
of JP Mbzgan, the New York bank, 
who takes over as president of the 
World Bank this September. 

As bankers and finance ministers 
gathered in Washington this weekend 
for the spring meetings of the bank 
and International Monetary Fund, 
there was no shortage of advice. The 
US Treasury wants the bank to 
bypass the governments of developing 
countries and lend sizeable sums 
directly to the private sector. The 
bank is also under pressure to follow 
the example of Mr Jacques Altai's 
European Bank for Reconstruction 
and Development (EBRD) and attach 
strict poli tica l conditions to its loans. 
Development economists, meanwhile, 
are urging tin bank to respect the 
rhetoric of last year’s World Develop- 
ment Report and focus more on pov- 
erty alleviation. 

Mr Preston may relax on one count 
Few in Washington now doubt that 
the bank is needed: new imperatives, 
such as reconstruction in eastern 
Europe and the Middle East have 
merely been superimposed cm older, 
unsolved problems; 

• Grinding poverty Is a near univer- 
sal condition in much of the world: 
lbn people live on less than 31 a day. 

• Mare than UOm Third Wodd chil- 
dren lack access even to primary edu- 
cation. 

• Horrific Inequality abounds. In 
Mexico, life expectancy for the poor- 
est 10 per cent is 20 years less than for 
the richest 10 per cent. 

What kind of bank will Mr Preston 
inherit from his predecessor, Mr Bar- 
bs: Conable? Most reports are mixed. 
“It is not an impressive bureaucracy,” 
says Mr John WHhamson, a senior 
fellow at the Institute for Interna- 
tional Economics. “The morale of 
staff is lousy,” says Mr Charles Flick- 
ner. a senior analyst on the Senate 
Budget Committee and close observer 
of the bank. Mr Conable, a former 
Republican congressman, arrived at 
the bank in 1986 knowing little about 
either banking or development. 
Although now well-liked (partly for 
rhampioning causes such as women’s 
rights in the Third World), many 
observers say he never fully recov- 
ered from a rocky start involving a 
divisive internal reorganisation of the 
bank. 

Mr Percy Mistry, a scholar at Queen 
Elizabeth House, Oxford, and former 
senior adviser at the hank, says it 
suffered from “presidential failure” 
daring the 1980s. Mr Robert McNa- 
mara, a forceflil chief executive in the 
1970s, built a presidential institution 
that responded to firm leadership 
from the top. But neither Mr Conable 
nor his predecessor, Mr AW “Tom” 
Clausen, a commercial banker, could 
fill his shoes. For a decade the bank 
has effectively been run by two senior 
- and strong-willed - vice-presi- 
dents; Mr Ernest Stem (who nearly 
left last year to join the EBRD) and 
Mr Moeen Qiireshi. 

Mr Preston’s first challenge, says 
Mr Mistry, will be to wrest control of 
the bank from Messrs Stem and Qure- 
shi; his second, to prune legions of 
“useless advisers” and install manag- 
ers with real-world experience. His 
third, one might add, will be quickly 
to establish his independence from 
the US Treasury which always brow- 
beats a newcomer. 

What kind of development legacy 
will Mr Preston inherit? In spite of 
recent progress In a few countries, 
such as Mexico, the past decade has 
been one of relative failure. Many 
Third World countries have gone 
backwards. Real per capita incomes 
have declined substantially in sub-Sa- 
haran Africa and the Middle East, and 
mildly in Latin America. 

The biggest drag on growth is the 
huge debt accumulated in the 1970s 
and early 1960s. Many optimists see 
the debt reduction strategy launched 


As bankers and finance ministers gather m 
Washington, the World Bank looks for fresh 
vigour under a new chief, says Michael Prowse 


Challenge to foster 


human capital 


DEVELOPMENT 



by Mr Nicholas Brady, the US Trea- 
sury Secretary, in 1989, as a “final 
solution" to the debt crisis. Under the 
plan official agencies assume some of 
the burden of developing countries’ 
private debts on condition that: they 
implement market-oriented economic 
reforms. 

“The Brady plan is enough,” says 
Mr Williamson, if developing coun- 
tries are willing to embrace reform 
and tf it is matched by greater forgive- 
ness of nffiHai debt. Officials such as 
Mr David MuKord of the US Treasury 
say the recent fo r given ess of about 
half of Poland's official debt will not 
set a precedent fin* other debtors. Mr 
Williamson laughs. “In the long run it 
will be impossible to Isolate Poland,” 
he says. “It Is not so much more 
deserving than other countries.” 

But why was a Brady-type solution 
not launched much earlier? Fin* most 
of the 1980s, the First World doggedly 
refused to consider debt forgiveness. 
The result of delay and compound 
interest is a total debt burden today of 
some $I,341bn compared with a refer 
lively manageable $639bn in 1980. 
“The hank failed to take a timely lead- 
ership position on the debt crisis,” 
concludes Mr Richard Fehtberg, direc- 
tor of the Overseas Development 
Council in Washington. (The IMF was 
equally shortsighted.) 

As incoming president Mr Preston 
must review the bank’s strategies far 
promoting development. The main 
innovation of the 1980s was a switch 
from project lending to “structural 
adjustment" lending. Making finance 
conditional an structural reforms was 
supposed to transform the economic 


performance of developing countries. 

But studies indicate the results 
have been fairly unimpressive. This Is 
both because countries failed to abide 
by the loan conditions and because 
the bank's policies were sometimes 
misguided. Professor John Toye, 
director of the Institute for Develop- 
ment Studies at Sussex University, 
recently completed an exhaustive 
analysis of bank programmes. He con- 
cludes (as do internal hunk analyses) 
that policy-based lending has 
“achieved something, particularly in 


Mr Preston will quickly 
have to establish his 
independence from the 
US Treasury, which 
browbeats newcomers 


relation to the external account, but 
not nearly as much as the bank and 
donor community hoped”. On average 
programmes have reduced balance of 
payments gaps, had a negligible 
impact on Gross National Product and 
led to falls in the ratio of investment 
to GNP. 

Mr Fein berg calls the decline in 
investment the “great shortcoming of 
structural adjustment lgrating in the 
1980s". (Investment to GNP ratios 
have fallen markedly in Africa, the 
Middle East and Latin America.) He 
says the bank was naive to expect 
entrepreneurs to respond to the aus- 
terity of adjustment by increasing 
investment 


How can the hank do better in the 
1990 b? One problem is that it has lost 
leverage ova many Third World gov- 
ernments. The maturing of bank pro- 
grammes and the failure to expimd 
lending much in the 1980s has led to a 
marked shrinkage in its net transfers 
to developing countries. According to 
Mr Lawrence Summers, the bank’s 
chief economist, net transfers over 
the next five years win be about 82 
per person in the developing world 
compared with 89 (in current prices) 
in the late 1970s. For the large num- 
ber of countries that do not qualify 
for concessional loans, the net flow 
will be negative. 

Sane -analysts, including US Trea- 
sury officiate, believe lacklustre per- 
formance in much of the Third World 
reflects the inefficiency (and some- 
times corruption) of governments. 
The EBRD’s constitution requires bor- 
rowers to be "committed to and apply- 
ing the principles of multi-party 
democracy, pluralism and market eco- 
nomics”. It also says 60 per. cent of 
EBRD resources must be. devoted to 
the commercial sector - p ri v a te busi- 
nesses and state cancans in the pro- 
cess of privatisation. The World Bank 
operates under very different rules: 
its charter requires it to be non-politi- 
cal and only its gmaii affiliate, the 
International Finance Corporation 
QFQ, can make direct loans to priva- 
te businesses. Should the bank’s char- 
ter be amended? 

Direct parallels between the bank 
and the EBRD are dubious. The EBRD 
is ministering to a region that has 
historical ties with western Europe 
and that has declared its commitment 


to democracy and free markets . Sub 
values are alien In many developing 
countries, but that does not imply 
they should be denied the means for t 
economic development .If strict ponti. , 
cal conditionality hod been imposed 1 
in the past 1110 couM not have ‘ 
lent to a devclopmmtt - star -such as 
South Korea. - ' 

Most analysts, however; ray the 
bank should tighten up a Httte. Mr 
FUckner of the Senate Budget Com- 
mittee says the issue is not whether 
to insist on Westminster-styte democ- . 
racy but whether the fora of gave*, 
nance is such that "loajns wfli benefit 
the majority of the people*. Beak offi- 
cials say greater attention wffl be paid 
to issues such as the rule of law and 
transparency of dedsion-taking. 

Should a significant drank of the - 
bank’s loans be made direct to the 
private sector? Mr Conable, to his 
credit, is resisting the- US Treasury’s 
pressure. He says the bank’s main 
aim is to combat poverty and that it 
will seek a "balanced relationship 
between government and the market” 
In developing countries. In reality, 
much of the most badly-needed' 
investment Is in spheres such as 
infrastructure, health care and educa- 
tion where governments play a domi- 
nant rote even in industrialist coun- 
tries. . . ■ 

Indeed, one conclusion of -Frof 
Toye’s analysis is that policy-based 
loan* would have a greater chance of 
success if they Included measures to 
expand the role of the state in poorer 
countries alongside measures to pro- 
mote economic liberalisation. 

Sir William Ryrie, the head of the 
IFC, says the objective of a large vol- 
ume of public lending to the private 
sector is wrong-headed. “What we are 
fryin g to do is facilitate the flow of 
private-sector funds into sound invest- 
ments.” Advocates of a switch to 
direct support of the private sector 
are surely not arguing for public sub- ! 
sidles for Third World entrepreneurs; 
but if subsidies are ruled out, why 
should the bank's judgment of market 
risk be more reliable than that of pri- 
vate lenders in the west? 

There are alternative recipes for 
fostering faster Third World develop- 
ment. During the L980s the bank 
placed* great faith in free market nos- 
trums. It wanted to impose on devel- 
oping countries policies that had 
become recently fashionable in the 
industrialised world. But the notion 
that economic liberalisation alone Is 
sufficient is increasingly questioned. 
The bank's own research department 
is highli ghting the need to relieve 
poverty directly and to improve fun- 
damentals. such as education, nutri- 
tion and health care. 

“Liberalisation matters,* says Mr 
WUUamson at the Institute for Inter- 
national Economics, “but education Is 
more important” He argues that the 
best way of stimulating growth and 
improving income distribution Is to 
put resources into education and pri- 
mary health care. Mr Feinberg at the 
Overseas Development Council 
broadly agrees: the bank has got to 
find a way at “melding equity and 
efficiency as it promotes develop: 
meat". 

The challenge for Mr Preston is 
dear put the sterile ideological bat- 
tles of the 1980s behind the bank and 
develop policies that put greater 
emphasis on the formation of human 
capital. 

Mr Summers, the bank’s economist, 
says pessimistically that because 
development money will be in shot 
supply over the next decade, the bank 
and other donors will have to concen- 
trate on exporting ideas. Ideas are cer- 
tainly important, but they do not 
build hospitals or schools. More 
money could be made available: a 
mere 10 per cent cut in western 
defence spending, for example, would 
pay for a doubling of official aid. 
Rather than tamely accepting the sta- 
tus quo, Mr Preston could use his 
platform to promote a more construc- 
tive attitude in rich countries. 
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Vintage 

mystery 


While the City of London 
awaits the start of the second 
Guinness trial, an equally 
complex drink-related scandal 
is causing deep concern in the 
dining rooms, if not beard- 
rooms, of some of the most 
influential companies In 
the fend. 

It is the case of the £LSm 
worth of vintage wine seem- 
ingly evaporated from Green’s, 
the once pukka wine vaults 
where generations of famous 
City figures have stored their 
liquid assets. 

After months of silence, last 
week Southwark police 
swooped before breakfast on 
seven addresses in London and 
the home counties and arrested 
two men. They were later 
released, and although some 
wine was recovered, the police 
are not saying whether it is 
the missing booze or just 
another false traiL 
One of the problems is that 
it is still not clear how much 
wine has gone walkabout. It 
could be 4,000 cases, or then 
again 6,000 cases or more. The 
records of the 200-year-old firm 
are in such a mess that no one 
is sure who owns what. The 
police will soon be sending 
questionnaires to Green's 1,000 
or so customers to find out 
how much wine they thought 
they had stored at the vaults. 

Green’s, which used to keep 
shop at the Royal Exchange 
before straitened circum- 
stances forced it out of the 
City, bas changed hands 
several times. 

Chris Collins, a well- 
connected Old Etonian and 
former amateur jockey, owned 
it for a brief period, selling it 
to American Donald Kurtz, 
who kept it even more briefly 
before unlnariing ft on South 
African Joe Mankowitz in Jan- 
uary 1990, Less than 10 months 
later Mankowitz sold the wine- 
storage operation to John 
Ryan, a businessman from 
Australia. Shortly after that 
customers' wines are alleged 
to have begun disappearing. 


Observer 


If readers have any clues. 
Detective Sergeant Simon 
Janes at Southwark police 
station would much appreciate 
some assistance. 


Rationed 


■ Meanwhile the absence from 
the Guinness appeals of Rich- 
ard Ferguson QC, acclaimed 


for bis handling of ex-Guinness 
chairman Ernest Saunders's 
defence at last year’s City trial, 
has aroused speculation that 
the two men must have Mm 
out - or that Saunders was 
unhappy with Ferguson's 
advice or trial performance. 

The truth is that Saunders 
had every confidence in 
Ferguson and wanted him to 
lead his legal team on the 
appeal Moreover Ferguson 
was ready to do so. 

But Saunders is legally-aided 
and. although allowed both 
a QC and a junior barrister 
for his trial was permitted 


only the junior - the able 
Antony Shaw - for the appeal. 


Perpich’s lore 

■ Rudi Perplcb, former demo- 
cratic governor of Minnesota, 
hopes to extend the horizons 
of out-of-work US politicians. 
He wants to be foreign minis- 
ter of Croatia, the second 
largest Yugoslav republic. 

There has never been a case 
of a former American governor 
serving in the cabinet of a for- 
eign government. So Perpich, 
a Croatian-American who 
speaks the local lingo, could 
make history provided the 
State Department agrees not 
to revoke his US citizenship. 

His role would be to intro- 
duce Croatia to the world and 
promote trade and investment, 
a job he did rather well in 
Minnesota. However, Perpich 
is a colourful and sometimes 
unpopular figure. Nicknamed 
“Governor Goofy”, he once 
proposed selling the governor's 



“Scalped...” 


mansion following criticism 
of his lavish lifestyle. 

When the state refused Ms 
demand for a second official 
portrait, he had one painted 
privately. Then he posted a 
huge blow-up of it near the 
state Capitol, with the mes- 
sage: “They wont let us in the 
Capitol, so 711’ from here." 


Brush-ofF 


One consolation for loss of 
office that Margaret Thatcher 
might have expected is Ger- 


a warded yearly for i 
in practising or commentating 
on economic policy. 

She has at least once been 
considered for the award by 
the Ludwig Erhard Foundation 
- which promotes the “social 
market” tenets of West Ger- 
many’s legendary economics 
minister. As a serving premier, 
though, she was ineligible. 

Now the bar of office has 
gone, but the prize committee 
has given her the brush-off. 

It has ruled her out on the 
ostensible grounds that she’s 
capitalist" as opposed to " 
a mixer of market economics 


with social-policy pragmatism 
in the German style. 

This year's award is going 
instead to Bundesbank presi- 
dent Karl Otto Pfibl, who’s 
unpopular with Chancellor 
Helmut Kohl because of his 
criticism of policy towards 


is an i mporta nt vote of con- 
fidence from the country’s 


economics establishment for 
Fdfal’s reluctance to sacrifice 
the D-Mark through rushing 


When he collects the prize 
in Bonn on July 2, a speech 
in his honour will be ma de 
by good friend Fritz Leotwiler, 
ex-president of the Swiss 
National Bank. Given the ten- 
sions between the Bundesbank 
an d Kohl , however, it would 
be surprising if the chancellor 
turned up to listen. 


Rock back 


■ While the next UK general 
election win have the novelty 
of a fresh prime minister going 
to the country for the first 
time, one feature of the elec- 
toral landscape will remain 
in place. An old rock has 
resurfaced to confront John 
Major in the shape of grand 
tv inquisitor Sir Robin Day. 

After going into the relative 
obscurity of satellite television 

on retiring from the BBC, he 
is to make a political come- 
back on ITV. And. while some 
people may think he bas 
reached his sell-by date, they 
are unlikely to include Major 
who’s now headed for the 
traditio n al grilling before 
the cameras. 

But then so are Neil Kinnock 
and Paddy Ashdown, since 
Day has been signed by the 
This Week programme to do 
Us main leadership interviews 
during the election run-up, 
whenever it is called. 
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with no answer to it - eg. 
What has the government been 
doing all these years?” 
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I t has long been a tenet of Euro- 
pean industrial policy that a suc- 
cessful modem economy depends 
on a healthy electronics sector. Tot 
the deepening crisis among Europe’s 
electronics producers suggests that 
their biggest challenge this decade 
may be to survive at alL 
Host European-owned chipmakers 
ir losses last year, as did many 
comp uter companies and Philips of 
the Netherlands, the biggest electron- 
ics group. Savage cutbacks across the 
industry have brought almost 100,000 
job losses, while the European Com- 
munity’s annual electronics trade def- 
icit has swelled to almost $35bn. 

Distress signals are multiplying. Mr 
Alain Gomez, chairman of the French 
state-owned Thomson group, is openly 
urging more trade prot ec tion. Earlier 
♦Mb month, he and other i nd ustry 
leaders sought more EC support at a 
•‘mini-summit” chaired by Mr Jacques 
Defers, president of the European 
Commission. 

The industry has long argued for 
special treatment on two gro unds 
■•One Is that the market for its prod- 
ucts is growing fast The other is tfrat 
they are used by so many sectors, 
from cars to financial services, that 
failure to retain a European presence 
in electronics could jeopardise indus- 
trial competitiveness across a broad 
front. 

Many national governments and 
the EC have responded sympatheti- 
cally. In the name of nafegnawfing a 
"strategic" sector, they have repeat- 
edly supported indigenous electronics 
producers with subsidies, pre f erential 
procurement and trade protection. 

Yet these remedies have failed to 
cure deep-seated problems — and may 
have prolonged them. Not only have 
misjudged policies perpetuated bad 
habits in the industry, they have 
often been inconsistent with the 
larger goal of disseminating advanced 
■technology throughout the economy, 
s The first error has been to confuse 
invention with product innovation. 
Most EC funding has focused on 
expanding research and development, 
emphasising collaborative projects 
intended to boost European compa- 
nies’ technological f irepower. 

Some critics say EC subsidies have 
been spread too thin to be effective. 
More fundamentally, they do not 
address one of European manufactur- 
ers' biggest traditional weaknesses — 
a belief that laboratory breakthroughs 
can s ubstitute for efficient manufac- 
turing and aggressive marketing. 

That Is a costly delusion in an 
industry ruled by short product cycles 
and steeply fall ing prices. Japanese 
companies have thrived by concen- 
trating their technical resources on 
product development and production 
engineering and fine-tuning them to 
the market 

Europe's industry structure has 
also adapted sluggishly to rapid tech- 
nological advance. In the US, the 
established order is regularly chal- 
lenged by home-grown market 
entrants. The industry shake-up insti- 
tuted by innovative newcomers such 
as Compaq and Sun Microsystems is 
as responsible as the recession for the 
current difficulties of traditional US 
computer companies, including IBM. 


National champions 
become laggards 

Europe’s electronics industry is in crisis and may not last 
the decade. Guy de Jonquieres and Alan Cane analyse why 


In Japan, the most potent agent of 
change is also intense domestic com- 
petition. But there it is chiefly 
between large vertically-integrated 
groups, whose thirst for business 
drives t hem constantly to invade 
others’ markets. 

In Europe, by contrast, lack of a 
fertile startup culture has left slow- 
moving older companies dommnHwg 
the indigenous electronics industry. 
Direct competition between them is 
often timid: most E u rope an computer 
makers still rely heavily on the ir 
home markets. European companies 
have also often been late into hot new 
products such as camcorders and sci- 
entific workstations. 

Europe’s three main chipmakars — 
Philips, Siemens at Germany and the 
Italian-French SGS-Thotnson - are 
being heavily subsidised in their 
efforts to catch up in chip technology. 
They are also discussing pooling 
research. Bat they account for only 
about 10 per cent of world production 
- and barely 30 per cent of European 
sales - and are poorly represented in 
the high- volume microprocessor and 
memory fy ppw rfs 

Indeed, the only electronics equip- 
ment sector in which Europe boasts 
consistently profitable world leaders 
is telecommunications, where monop- 
oly procurement of network equip- 
ment in most countries continues to 
shelter entrenched suppliers and 

matwtenng high maffirng 

Inadequate home demand is often 
blamed for industry weaknesses. 
Though Europe's spending cm infor- 
mation technology has been rising, it 
is Stm lower per heed thaw in the US 
and Japan. The market is also divided 
by differing national standards «md 
fragmented distribution channels, 
which add to selling costs. 

However, volume of demand is 
probably less important than its qual- 
ity. As computer power grows 
steadily cheaper, the sophistication 
and complexity of the applications to 
which it is harnessed play a bigger 
role in ex panding the market- produc- 
ers are depending more on customers 
to set the pace and direction of the 
industry. 

But large European information 
systems users are notoriously cau- 
tious about pioneering leading-edge 
applications: those which do often 
prefer US suppliers for their superior 
expertise. Brussels is now considering 
plans to boost demand by persuading 
national authorities jointly to back a 
futuristic Europe-wide electronic 
information network. 



The project raises several ques- 
tions. First, whether the large con- 
tracts it would generate could legally 
be reserved for the European-owned 
suppliers it is intended to benefit. Sec- 
ond, whether it would not simply 
repeat at the EG level European coun- 
tries’ largely unsuccessful use of pub- 
lic procurement to bolster national 
champion suppliers. The result has 
often frwpn to induce dependence on 
captive markets. 

Putting the interests of producers 
ahead of customers has been a con- 
sistent — and often unsatisfactory — 
thane of European electronics poli- 
cies. For instance, the EC’s faltering 
strategy for high-definition television 
(HDTV) has been shaped largely by 
European equipment makers anxious 
to keep Japanese competitors at bay. 
Only recently has an effort been made 
to involve broadcasters, whose com- 
mitment Is vital to HDTV’s success. 

Perhaps most dubious of all have 
been EC attempts to use trade protec- 


tion to stren gthen indigenous produc- 
ers. During the 1980s, repeated EC 
antidumping actions led to price rises 
of as much as 50 per cent on electron- 
ics imports fro m wanpntBr pHiri wn to 

video recorders. 

Since offending exporters have 
often agreed, unite EC pressure, to 
raise prices unilaterally, they have 
reaped windfall profit pins paid for 
by European consumers. Yet there is 
little evidence that threatened Euro- 
pean producers have taken advantage 
of antidumping relief to step up 
i n ve stm ent mid raise productivity. 

In semiconductors, the EC has fol- 
lowed the US by engineering trade 
arrangements which require Japanese 
producers to cooperate in limiting 
mice reductions at times of glut. That 
is profoundly ironic, since European 
chipmakers have long warned that if 
they were unable to compete, Japa- 
nese producers would collude to rig 
the prices and supply of components 
sold to European customers. 


Letters 


*Car tax: the industrial damage and the illogicality 


From Mr Bill Morris. 

Sir, Your feature on the 
problems facing the British 
motor industry arising from 
government economic policies 
(April 24) mentions the nega- 
tive effect of the special car tax 
an the industry. 

The Transport and General 
Workers’ Union - the largest 
trade union in the UK car 
industry — is launching a cam- 
paign to persuade the govern- 
ment to scrap this tax, which 
is jeopardising thousands of 
motor manufacturing jobs. 

The car tax is levied in addi- 
tion to VAT on all new passen- 
ger cars at a rate of 10 per cent 
of the wholesale price. This 


adds about &3 per cent to the 
recommended , retail price. 
Together with VAT, the effec- 
tive rate of tax on new cars is 
therefore 27.5 per emit in the 
UK, compared to 22 per cent in 
France and just 14 per cent in 
Germany. 

Abolition of the tax would 
help the industry at a time 
when help is most needed, with 
the recession hitting demand 
and hence employment. The 
revenue lost to the government 
through the abolition of the 
tax would, 1 believe, be largely 
made up through additional 
VAT receipts and petrol tax 
consequent on more new car 


Of course, the TGWIFs inter- 
est is in the first place In pro- 
tecting the jobs of the thou- 
sands of our members in the 
industry, which the recession 
is currently putting at risk. We 
recognise that this only be 
done by helping the Industry 
an to a better competitive foot 
in& The simplest single step 
the government could take in 
order to do its bit would be to 
scrap this unjustified and bur- 
densome tax. 

Bill Morris, 

deputy general secretary. 
Transport and General 
Workers Union, 

Transport House, 

Smith Square, SWl 


From Mr Simon R Foster. 

Sir, Your leader ("A plea far 
the motor industry”, April 25) 
makes some good points about 
the discriminatory special car 
tax but is illogical with regard 
to company cars. 

You rightly differentiate 
between perk cars and work 
cars. Would yon not agree that 
the chancellor should also 
have so differentiated, instead 
of proposing an Increase of 20 
per cent across-the-board in an 
car benefit scale charges? 
Simon R Foster, 

Society of Motor Manufacturers 
and Traders, 

Forbes House. 

HaUdn Street, SWl 


It that was ever a serious risk, it 
has been mitigated by the rapid 
growth of large Japaneseowned chip 
plants in the EC. It would hardly be 
in Japanese companies’ interest to 
restrict output to local customers 
after laying out billions of dollars on 
production capacity 

Indeed, the recent influx of Japa- 
nese and US Investments is one of the 
main sources of European electronics 
industry growth. Yet it is also posing 
new policy dilemmas, underlined by 
the outcry over the acquisition of ICL, 
Britain’s hugest computer maker, by 
Fujitsu of Japan last year. 

ICL has since been expelled from 
the European industry's most influen- 
tial lobby group and partially 
excluded from Jessi, the $5bn EC- 
funded microchip research pro- 
gramme. That response was doubtless 
Intended as a warning to the Japa- 
nese. However, it also poses awkward 
questions about the EC’s insistence 
on ripflwfag the electronics industry 
narrowly in terms of a shrinking 
number of European-owned suppliers. 

Behind the indignant chauvinism 
lies, nonetheless, a more serious con- 
cern: that if Europe’s electronics 
industry passed entirely into foreign 
franifa entical management end tech- 
nological functions would move over- 
seas. The industry could be reduced 
to branch plants mature prod- 

ucts, with little capacity to innovate. 

Yet in this context, corporate own- 
ership is smmiUring of a dfel fiCT ff . 
For many companies, inrhirting ’ Bull, 
ICL, Olivetti, Thomson and Siemens 
already rely heavily on overseas com- 
petitors for products and vital tech- 
nologies. The flow is almost all one 
way - and is growing. 

The industry’s options appear lim- 
ited. Trans-European mergers, fre- 
quently touted as a way to strengthen 
Indigenous producers, have often 
proved tricky to arrange. In micro- 
chips and rrwisnnw electronics, SUCh 
mergers have also been disappoint- 
ingly slow to deliver improved scale 
economies and financial returns. 

Meanwhile, the EC Commission is 
ref using to ball out troubled compa- 
nies, and its competition watchdogs 
are investigating French state aid to 
BuIL In any case, the French govern- 
ment’s largesse is bounded by budget- 
ary constraints, which recently 
prompted It to relax its opposition to 
privatisation. 

Nor would further trade barriers 
offer much of a solution. Past EC 
trade protection has proved a Maginot 
Line, easily penetrated by overseas 
companies which have set up plants 
to compete from inside the EC. 

Barring a miraculous recovery in 
their performance, the outlook for 
many of Europe’s embattled electron- 
ics manufacturers is likely to be fur- 
ther retrenchment and takeovers. The 
most optimistic prognosis may be 
that, as they retreat, innovative 
home-grown competitors will spring 
up in their place. 

That is what has happened in the 
US. However, the US has also long 
had a dynamic and demanding home 
market The lesson for Europe may be 
that indigenous suppliers only be 
as vigorous as the customers they 
serve. 


Samuel Brittan 


You don’t have 
to ‘compete’ 


0 ““ lit has Jong 
looked likely 
that eco- 
nomic per- 
(i -va formsnee de- 
pends not 
only on “eco- 
nomic” vari- 

ables such as 
resources, or incentive and 
ownership structures, but 
also on more elusive psycho- 
logical attributes - which 
have been treated in studies 
such as Martin Wiener's 
well-known English Culture 
and the Decline of the Indus- 
trial Spirit. 

It was therefore worth seek- 
ing out evidence of national 
differences in attitudes to 
work, studies, money and so 
on, and see bow they related 
to more conventional indica- 
tors. Prof Richard Lynn's 
study, undertaken with a 48- 
person international team, 
entitled The Secret of the 
Miracle Economy (Social 
Affairs Unit, 104 Park Street, 
London. W1Y 3RJ, £835) is 
therefore welcome - so long 
as it is examined critically. 

Attitudes were ascertained 
by means of questionnaires 
put to students. This is obvi- 
ously far from ideal, but bet- 
ter than nothing. The four 
theories examined in the 
study relate to economic 
growth to a Protestant-type 
work ethic, to a comprehen- 
sive "achievement, orienta- 
tion”, to competitiveness at 
the individual level and to 
"valuation of land”. The last 
is a negative factor and is a 
generalisation of the Wiener 
theory relating to Britain's 
poor relative performance in 
the last century to a national 
preference for the supposed 
virtues of the landed gentle- 
man over those of the suc- 
cessful businessman. 

Lynn reports that only 
"competitiveness" is signifi- 
cantly associated with eco- 
nomic growth. By 
competitiveness Lynn does 
not mean a low real exchange 
rate or openness of markets 
to new entrants, but enthusi- 
astic personal support for 
propositions such as: "Win- 
ning is important in both 
work and games." Competi- 
tiveness is itself associated 
with other variables such as 
individuals attaching high 
value to money and wanting 


to enter business. But the 
essence is the triumph of 
winners over losers. It is dif- 
ferent from the economist’s 
idea of the pursuit of wealth 
or real income (including lei- 
sure) which does not in prin- 
ciple require the existence of 
losers at all. 

The headline conclusion is 
that competitiveness is 
higher in the five "miracle” 
economies of East Asia - 
Korea, Taiwan, Hong Kong 
Japan and Singapore - than 
it is in Europe. There is a 
consolation for Britain, which 
is well up in the European 
league, and scores higher not 
merely than Norway or Swe- 
den, but Germany and Swit- 
zerland as well 

But if the reader glances at 
the foil table In the study he 
will find that the world lead- 
ers in competitiveness are 
not the East Asian stars at 
all, but Egypt, Jordan and 
Bangladesh in that order. 
There is, however, more gen- 
uine reassurance elsewhere. 
If developed and developing 
countries are considered in 
separate groups, no signifi- 
cant relationship is found 
between competitiveness and 
real per capita Income. Thus 
the not very edifying elbow- 
ing-out attitudes are much 
less important for countries 
wishing to stay at a high 
income level than for poorer 
countries aspiring towards 
them. 

A similar disclaimer applies 
to the warning about the 
ambitions of the able young 
in advanced societies towards 
the caring professions, such 
as medicine, teaching -and 
social work. The psychologi- 
cal law of diminishing mar- 
ginal utility, which is studied 
more by economists than psy- 
chologists, tells us very 
crudely that the more you 
have of something the less 
you value additions to it, rel- 
ative to something else. Thus, 
rich countries can afford a 
shift to less business-oriented 
values even if it means a sac- 
rifice in the rate of growth of 
take-home pay. 

The value of a market econ- 
omy to me has always been 
the choice of life-style. You 
do not have to be a thrustful 
competitor unless you want 
to. This advantage remains 
despite the new study. 


A misleading link in the debate over capital requirements 


From Mr D H A Harrison. 

Sir, With the banking indus- 
try still dominated by the con- 
viction that "Too Big To Fail” 
rules, Paul Collins’ argument 
for market-based bank capital 
requirements (“Prescription for 
a financial ailm ent”, April 24) 
is particularly valuable. As he 
says, "Less capital is not bet- 
ter. Nor is more capital." The 
amount of capital needed is 
that which convinces risk-ex- 
posed Investors and depositors 
to invest and deposit 

It is misl eading, however, to 
bracket the US with the EC in 


the debate over limiting the 
extent of government guaran- 
tees to depositors. The US, 
even in the wake of the 
savings and loans disaster, 
continues to concentrate on 
limiting the quantum of the 
guarantee, while leaving 100 
per cent cover intact The EC’s 
plans are still under discussion 
but there Is every hope that its 
proposals for a harmonised 
spframe will restrict cover to 
well below 100 per cent of 
whatever quantum is selected 
- as does the UK system. Only 
thus can the depositor disci- 


pline, which Mr Collins seeks, 
be achieved. 

It is surprising also to meet 
such enthusiasm for formula 
baaed capital requirements 
from an exponent of market 
discipline. The evidence is that 
the new, tm discriminating, 
"credit risk" based system is 
risk-generative and any work- 
able market risk add-on is 
likely to be so simplistic as to 
achieve the same result. 

Mr Collins’ basic premise 
needs no such artificial sup- 
port. ff depositors can be con- 
vinced that they are at least 


partly at risk, the market will 
make capital requirements, 
imposed by supervisors, obso- 
lete. Banks wID vie with each 
other to demonstrate bow well 
capitalised and risk averse 
they have become. On the 
other hand, if the US revision 
of deposit insurance leaves 100 
per cent cover intact — at 
whatever level - the US tax- 
payer had better start saving 
up for a repeat performance. 

D H A Harrison, 

Woodcote Lodge, 

West Horsley, 

Leatherhead, Surrey 


Taxing arguments as seen from Britain’s north and south 


From Mr Derek Antrobus. 

Sir, Mr. Michael Heseltine 
claimed in the House of Com- 
mons last Tuesday that his 
new Council Tax would be 
related to a local authority’s 
spending - the only acknowl- 
edgement to the principle of 
accountability in his whole 
speech. 

Unfortunately, bis Mure to 
make any changes to the 
National Non-Domestic Rate 
(NNBH) and the Standard 
Spending Assessment (55A) 
method of revenue support 
grant distribution make this 
claim unlikely. 

The NNDR will remain a 
nartiy flflj tax earmarked for 
local government The decisi on 
of the government to increase 
its revenue support for focal 
government by raising VAT 
merely exacerbates the prob- 
lem that most of a local author- 
ity’s income is not under its 
control. Relatively minor 
increases in expenditure will 
have a major impact on the 


Council Tax, the only source of 
an authority's variable Income. 

fo addition to this gearing 
effect, there remains the ineffi- 
ciency of the SSA on which 
grant distribution is based. The 
SSA is objectionable in princi- 
ple since it assumes that 
Whitehall knows better than a 
focal council what its needs 
are. The SSA is obj e cti on a b le 
in practice because of its unre- 
liability. 

It is tirimHaMe because year 
to year changes may have a 
ser ious impact on a council's 
grant entitlement. For exam- 
ple, Salford City Council had to 
reduce a standstill budget by 
fftm this financial year and 
still increase its Poll Tax by 
£44 - all because of amend- 
ments to Its 55A which fed to 
grant loss. 

The SSA is also open to polit- 
ical manipulation, ft is incom- 
prehensible to most in local 
government why authorities 
ynr-fr as Westminster can gain 
so much in grant because of 


the weighting given In the 
SSAs to the number of tourists 
visiting an authority. It is 
incomprehensible why tourists 
- usually a sign of prosperity - 

should be seen as a burden on 
the local taxpayer at alL 
D Antrobus, 

191 Manchester Road. 

Sumton, Manchester M27 

From M J Pritchard. 

Sir, I wonder why the gov- 
ernment decided to apply 
bands of taxation according to 
value of p r op e r t y . The added 
burden placed upon those liv- 
ing in the south-east is self evi- 
dent and any system related to 
values will, by definition, 
involve the oyppp*” of valua- 
tion. A far more equitable 
refinement of the system 
would have been to create 
banding by property type - 
terraced bouse with two bed- 
rooms, moving up to terraced 
house w ith three bedrooms; 
semi-detached house with 
three bedrooms and so an. 


The implication seems to be 
that those in the south-east 
pay more for their homes 
because they can afford to, 
whereas in reality I wonder 
whether expendable income, 
having been saddled with the 
high cost of a house, is any 
frighw than that of the north. 

I doubt whether southerners 
have the greater expendable 
income - in which case they 
are less able to pay the council 
torr tfran t , h r>g * > occupying simi- 
lar properties In the north. 

M J Pritchard, 
managing director. 

C ommer c ia l Relocation Consul- 
tants 

PO Box 230 
Beacon&eld, 

Buckinghamshire 


Fax service 

LETTERS may be faxed cm 
071-878 593aThfiV should be 
clearly typed and not hand- 
written. Please set the fax 
machine for fine resolution. 


At IMD, executive 
education is only 
meaningful if it relates 
to daily realities of 
management. The 
essence is managing 
change, especially in 
times of crisis. 

And this is more than 
acquiring facts. 

Our programs 
challenge you with 
new insights, helping 
you to view your 
problems in a wider 
perspective. 

They enable you to 
share your concerns 
with a diverse and 
international peer ' 
group, giving you the 
opportunity to stop 
and think — at every 
stage of your career. 

Putting knowledge to 
work is IMD’s unique 
approach to executive 
education. Call us and 
find ont how our 
flexible program 
structure can fit your 
needs. And improve 
your vision of the 
future. 


Executive education is 
meaningless without vision. 

IPSE JOCE SSE MCR 

International Program The Job of the Chief Seminar for Senior Managing Corporate 
for Senior Executives Executive Executives Resource* 

PED MBA IPBM IEP 

Program for Executive Master of Business International Program for International 

Development Administration Board Members Executive Program 

MCS MP LFB WBA 


Managing Competitive Mobilizing People Leading the Family 

Strategy Business 


Workshop on Binines 
Alliances 


MHR MFC MM MIMS 


Managing Human 
Resources 


Managing Finance Managing Managing Industrial Market 

& Control Marketing Strategy 


MS MSF MMG MR&D 

Managing Managing the Sales Managing Manufacturing Managing Research 

Services Force A Development 

MTI OAK ICP JD&CP 


Managing Technological Organization-Action- In -Company 

Innovation Knowledge-Projects Programs 


Joint Development 
& Consortium Program n 


IIVD 


I NTBB NATIONAL 


A New School of Thought 

For a copy of our 1990/1991 Program Catalog, write or call Anita Renaud, 

Information, or Genevieve Pichonnaz, Registrar, Room 40L 
International Institute for Management Development (IMD). P.O. Box 915, 1001 Lausanne. Switzerland. 
Tel.: ++ 4121 6180111. Fax: ++ 4121 266725. Tlx: 455 87L 
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Bank defends London’s role as hub 


By David Laseelles, Banking Editor, in London 


THE Bank of England has sat 
up a new committee to identify 
areas of legal uncertainty 
which could harm the standing 
of London as an international 
financial centre. 

The committee will consist 
of leading figures from finan- 
cial institutions in the City of 
London as well as members of 
the legal profession. It will be 
chaired by Lord Alexander, the 
chairman of the National West- 
minster Bank and a leading 
barrister. 

The initiative, which was 
spearheaded by Mr Robin 
Leigh-Pemberton, the Bank 
governor, is a direct response 
to problems that have sprung 
up in the City hi recent years 
because of grey areas in the 
law. The most notorious is the 
local authority swaps affair 
where banks are threatened 
with hundreds of millions of 
pounds worth of losses because 
of lack of clarity in local 
authority law. There have also 


been difficulties in the stock 
lending market because of 
legal uncertainties. 

The new committee will 
have the job of examining 
problem areas of the lew end 
considering ways of addressing 
them. It wiH be support ed by a 
full-time secretariat based at 
the Bank of Rn g lapd , and will 
jywfl lldA a wu<w nfflrfal of the 
Bank and a practising lawyer 
on secondment from a City 
firm. 

The committee will be 
funded and supported by the 
Bank, the major UK banks and 
leading City law firms. It will 
report its findings and recom- 
mendations to the governor. It 
will make its first report 
within a year, bat It may 
report earlier on pressing 
issues. 

The Bank says these is wide- 
spread support for the Commit- 
tee in the City. The City needs 
firm legal underpinnings to 
succeed as an international 


financial centre, particularly 
with mounting competition 
from centres on the Continent 

Problems have arisen far two 
reasons. One is the speed of 
innovation In the City which 
has left the law behind in 
many aspects. Another is the 
discovery that many 
long-standing City practices 
have their basis In tradition 
rather than the law. 

The Bank says that the rem- 
edies proposed by the Commit- 
tee will try to avoid creating 
new legislation. But where this 
is not possible, representations 
will be made to the govern- 
ment on the need to clarify the 
legal position. 

The members of the commit 
tee include representatives of 
foreign as weQ as UK lmnks. 
There are also representatives 
of the investment oanktag and 
fund management industries. 
The II members are Lord Alex- 
ander (NatWest), Gottfried 
Binder (Commerzbank), Lach- 


lan Bum (Ltnklaters & Paines), 
Robin Fox (HeSnwort Benson), 
Mr Justice Hoffman, Charles 
McVeigh (Salomon). Humphrey 
Norrington (Barclays), Ian 
Flenderleith (Bank of 
England), Peter Stormonth 
Darling (Mercury Asset Man- 
agement), Nicholas Wilson 
(NatWest), and Philip Wood 


(Alien & Overy). 

• The Treasury and Civil Ser- 
vice Select Committee of the 
House of Commons, a cross- 
party parliamentary commit- 
tee, said it planned to give 
‘‘ furth er consideration” to the 
local authority swaps affair. 
But any further steps will be 
taken after Mr Norman 
Lamont, the chancellor, has 
concluded hlB own review of 
the affair. The Bank of 
"England has urged retrospec- 
tive legislation to regularise 
the swap transactions after 
senior judges ruled that coun- 
cils could not engage in swaps. 


Open-ended talks rejected by Shamir 


By Judy Malta in Jerusalem 


MB Yitzhak Shamir. Israeli 
prime minister, has rejected a 
US proposal for an open-ended 
Middle East peace conference. 
This is likely to cause tension 
between the two countries. 

The proposal was one of five 
points that Mr James Baker, 
secretary of state, and Mr 
David Levy, Israeli foreign 
minister, had agreed during 
talks in Jerusalem on Friday. 

Mr Baker’s latest Middle 
East tour ended abruptly later 
that day when he heard of his 
mother's death. He arrived in 
Israel after meeting leaders In 
Syria, Jordan, Egypt, Saudi 
Arabia and Kuwait 

Mr Shnmti- insists that the 
regional peace conference, 
which would be sponsored by 
the US and the Soviet Union, 
meet only once to Lay the 
groundwork for direct bilateral 
negotiations between Israel 
and individual Arab states, and 
Israel and the Palestinians. 
The premier fears that, under 
the conference's auspices, 
Israel might be forced to give 
up Arab territories occupied 
since the 1967 Middle East war. 

“We are opposed to that 
because, if there are subse- 
quent sessions of the same 
meeting or conference, well 
never get to direct negotia- 
tions,” said Mr Shamir. 

As part of the agreement by 
Mr Baker and Mr Levy, the 
conference would reconvene 
occasionally to hear progress 
reports, but only with the sup- 


port of every member, includ- 
ing Israel. 

News of the agreement led to 
a furore at the weekend among 
some of the more obdurate 
members of Mr Shamir’s right- 
wing coalition, who threatened 
to resign if Israel agreed to the 
open-ended peace conference. 

Some of the key issues left 
unresolved at Mr Baker’s 
abrupt departure from Jerusa- 
lem are: what role the UN and 
the European Community 
would play In the peace confer- 
ence, and who would be in the 
Palestinian delegation to the 
talks. 

Following the weekly Israeli 
cabinet mamng yesterday, Mr 
Levy said his agreement with 
Mr Baker had been co-ordi- 
nated in advance with the 
prime minister. Mr Levy insin- 
uated that Mr Shamir had got 
“add feet”. 

“We will continue to act to 
advance the peace process and 
whoever cries of despair or 
gets cold feet cannot distort 
the picture - which is that 
Israel is achieving the most 
important parameters from the 
diplomatic point of view in a 
way that was not achieved in 
the past” 

Mr Shamir tried to play 
down differences with the US: 
“Ido not think we are heading 
towards a crisis. These negotia- 
tions are important but I think 
it’s too early to say that efforts 
in this direction, have been 
frustrated.” 



Yitzhak Shamir: decision may cause tension with US 


Japanese 
anger at 
US building 
sanctions 


By Robert Thomson 

in Tokyo 


TOKYO has warned that It 
may retaliate if Washington 
restricts Japanese co nt ractor s ’ 
involvement In US govern- 
ment-funded .projects, as a 
means to o pen Japan’s con- 
struction market 

A US announcement that 
sanctions would be imposed 
after 30 days, unless a market- 
opening agreement were 
achieved, has angered Japa- 
nese officials, who say the 
threat will hinder bilateral 
negotiations on the construc- 
tion imwto*. 

Tokyo officials were sur- 
prised by Washington’s 
announcement, as they had 
assumed US threats were a 
negotiating ploy and did not 
expect the administration to 
set sanctions in motion. 

Mr Misqfi Sakamoto, Japan's 
chief cabinet secretary, said 
the two countries were near- 
ing a conclusion in the con- 
struction talks - Washings 
ton’s decision was 
•^regrettable". He said the uni- 
lateral action was in breach of 
the General Agreement on 
Tariffs and. Trade wtgtit 
provoke retaliation by Japan. 

The US threate follow unsuc- 
cessful att emp ts to replace a 
1988 market-opening agree- 
ment which provided help for 
US companies in 14 designated, 
public works projects. Includ- 
ing a new airport near Osaka 
which has been the site of 
trade disputes over the past 
year. 

Washington wants the list of 
projects extended, claiming 
that Japan's construction mar- 
ket is stffl effectively closed. 
Tokyo has argued that the 
first agreement was intended 
to provide experience fin: US 
companies and. that they 
should not nwrfitmn to receive 
special assistance. 

Behind the US action is the 
belief that Japanese construc- 
tion companies routinely 
organise cartels and rig bids, 
and that, without special assis- 
tance, US companies will 
struggle to win contracts. Jap- 
anese offirfala say the market 
is open and contr a ct s arc 
decided on ™»rit 

Japan’s Fair Trade Commis- 
sion in the past two years has 
uncovered several big con- 
struction cartels, including 
one for the Osaka airport prel- 
ect and another which had 
rigged bids fin: contracts at US 
military bases in Japan. 


EC blocks £100m regional aid 
until UK details spending plans 


By David Gardner in Brussels 


THE European Commission is 
withholding £100m (9169m) in 
grants for British coal mining 
communities until the UK gov- 
ernment explains how it is 
using EC regional aid. 

This is the first time that 
Brussels has blocked transfers 
from its structural funds, the 
EC’s second largest budget 
after farm spending. The 
funds, intended to boost devel- 
opment in backward and 
industrially declining regions, 
were doubled to Ecu63bn 
($73.7bn> for 1989-93. of which 
the UK was allocated Ecu&9bn. 

The £100m. aimed at regener- 
ating former mining areas 
under the EC’s Ecu300m 
Rechar programme, has been 
awaiting signature in Brussels 
since January. 

The UK, some of whose min- 
isters have privately criticised 
the Commission’s administra- 
tion of the structural funds as 
wasteful, has been singled out 
because its disbursement of the 


aid has not been “transparent". 
Commission nffirfaj H say. 

London questions the Com- 
mission’s principle of “addi- 
tionality” - that EC funds 
should supplement central or 
local government commit- 
ments to the projects selected. 
EC officials say the aid “goes 
into a Whitehall pot, which 
makes it difficult for us to see 
that our money is getting to 
where it’s aimed.” The funding 
thereby “loses its deliberately 
discriminatory effect”, which is 
to help poorer regions catch up 
with richer areas. 

Mr Bruce Mil lan, EC com- 
missioner for regional policy 
and former Scottish secretary 
last week met three UK minis- 
ters including Mr Peter LiDey, 
trade and industry secretary, 
to seek a solution. Commission 
officials say his questions were 
not answered but that the UK 
had “agreed to produce the fac- 
tual information we asked for 
some time ago”. 


The British government con- 
tends that additionality does 
not apply because the UK’s 
allocation from the structural 
funds was not increased when 
they were doubled in 1988, and 
there was no such requirement 
under the previous regional aid 
system. However, the Commis- 
sion complains that, first, the 
UK does not supply “base fig- 
ures to which we can see our 
money being added", and sec- 
ond, that it uses EC aid to 
spread its own spending on the 
regions more evenly. 

“We do have some evidence 
from the user end that the 
money is not getting through 
in its entirety . . . that they 
even it out, keeping money 
spare for other regions," a 
senior Brussels said. 

The UK case sets a precedent 
for all member states, since 
there was no explicit sanction 
for misuse of aid written in 
when the structural funds 
were reformed in 1968. 


EC backs 
police plan 


Continued from Page l 
mission and we are talking 
with camp officials about 
humanitarian issues and will 
introduce ourselves to the 
Iraqis in Zakbo." 

Mr Poo s also addressed the 
question of reported human 
rights abuses in Kuwait The 
EC Presidency had already 
complained to Kuwait about 
abuses and would do so again 
next week when Kuwait and 
other gulf states negotiate with 
the EC on trade be said. Mr 
Hurd also said he would press 
European concerns when he 
visits Kuwait later this week. 


Interest rates dispute 


Continued from Page 1 
Mr Waigel pointed out that 
Germany had already taken 
steps to improve its policy mix 
with its plans to raise taxes. 
Although Germany was run- 
ning a budget deficit of around 
5 per cent of gross national 
product to finance German 
union, this would decline to 3 
per cent of GNP or less by 1394 
and was, unlike the US and 
Italian deficits, not a structural 

problem. 

Germany was also acting as 
a strong motor for global 
growth with imports up by 18 
per cent on an annual oasis in 
the first two months of this 
year against a near 4 per cent 
drop in German exports. 


There were the first signs of 
improved business expecta- 
tions in eastern Germany, Mr 
Waigel said. 

Mr Waigel said that there 
were for more points in com- 
mon between the US and Ger- 
many than separated the two 
countries. While interest rates 
played a role in determining 
growth, other factors such as 
national savings rates were 
important, he said. 

Mr Lamont meanwhile met 
the Saudi minister of finance, 
Mr Mohammad Abalkhail, to 
review developments in the 
Middle East following the Gulf 
war. Among the subjects dis- 
cussed was the Saudi contribu- 
tion to Britain’s war costs. 


British political parties 
converge on tax policies 
ahead of local elections 


By Ralph Atkins in London 


MR NEIL KINNOCK, the 
British opposition Labour 
party leader, showed yesterday 
how the country's two main 
political parties have con- 
verged, by ruling out tax 
increases for health service 
improvements and identifying 
with many of the policy goals 
set by Conservative prime min- 
ister Mr John Major. 

Differences between Labour 
and the government centred 
largely on “the seriousness of 
the approach,” Mr Bannock 
said. But he attacked the Con- 
servatives for wanting both 
better public services and a cut 
in income tax to 20p. 

Labour’s would not cut 
income taxes but nor would 
the party increase them for the 
"vast majority" of people. He 
would not add to the already 
high economic burden on 
households. “There is no eco- 
nomic benefit tn it and it could 
discourage effort” 

Extra spending on the health 
service would have to come 
from economic growth, Mr Kin- 
nock said. 

Mr Kinnock conceded that 
many Conservatives - Includ- 
ing the prime minis- 
ter - would like a “free society 
of opportunity”, a clean conn- 
try and a competitive economy. 
“The difference is that for us it 
is not enough to describe those 
ends but to commit practical 
means of doing it." 

He wanted Conservatives 
judged on their record on the 
economy, the health service 
and the poll tax. Labour was a 
party that had “learnt from 
past mistakes”. 

As campaigning for the local 
elections intensifies ahead of 
polling on Thursday, the Con- 
servative and Labour parties 
are neck and next in opinion 
polls. 


Mr Major yesterday 
expressed confidence that the 
new “council tax” would prove 
long-lasting - betraying hopes 
within the party that last 
week's announcements will 
help Tory candidates on Thurs- 
day. 

“We now have a system that 
will endure, that will be 
and that wifi, enable 
government to raise its 
resources,”' the prime minister 
said on TV-am. 

Mr Kinnock used his televi- 
sion interview to set out his 
vision of “democratic social- 
ism”, It required the state and 
the community, “to get itself 
organised" in advancing “the 
f ulfilmen t of the individual”. 

Labour did not see “instanta- 
neous push-button answers” to 
the problems of many essential 
services. “We will not put false 
prospects before the people of 
this country, saying you can 
have it all at the same time,” 
Mr Bannock said. 

But Mr Chris Patten, Conser- 
vative party chairman, sought 
to drew political capital from 
Mr Kitmock’s admission that 
file 25p basic rate of Income 
tax would stand. But he 
accused Labour of making 
“wild spending promises". 

Mr Paddy Ashdown, leader 
of the centre party Liberal 
Democrats, said: “It Is now 
dear that there is no signifi- 
cant difference between what 
Mr Major and Mr Kinnock 
intend to offer at the next elec- 
tion." 

• Conflicting opinion polls 
suggest that neither the 
Labour party nor Che Conser- 
vative party has a clear fcmrf 
ahead of Thursday's local elec- 
tions, but the Tories have 
received some cheer about tine 
effect of the new council tax. 
Details, Page 7 
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Lesson from the 
indexed decade 


L ast week Mr Robert 
HetzeL Vice-President 
of the Federal Reserve 
Rank of Richmond, 
proposed that Congress should 
instruct the US Treasury to 
issue index-linked bonds. (We 
will come to his reasons later.) 
Since it is the 10th birthday erf 
index-linked funding in the 
UK, give or take a few days, 
this is a good occasion to look 
back at the British experience. 
The ftimai aim was simply to 
save money. It was Mrs 
Thatcher’s rage at the Bank of 
England's judgment tha t the 
market would require a return 
of nearly 16 per cent on 20-year 
conventional bonds, just when 
her strong assault on monetary 
inflation had started to show 
dear results, that triggered the 
decision. The bonds have 
indeed proved a spectacular 
economy for the Treasury. The 
initial success confirmed the 
theoretical case: that the right 
time for indexed funding Is 
when official inflationary 
expectations are much more 
optimistic than those of the 
market In more recent years, 
the saving to taxpayers has 
shown how highly the market 
values the absence of risk. 

In offering a guarantee 
against nasty inflationary sur- 
prises, an inflation-fighting 
government is, as it were, put- 
ting its money where its mouth 
is. This, however, is just what 
the British authorities had 

failart tw iirvrtgrafflnri In yoava nf 

missed opportunities. The 
Bank in particular argued that 
these would be “banana repub- 
lic” bonds fin spite of the foot 
that banana republics are the 
main exponents of inflating 
away conventional debt). More 
recent comments from the US 
Treasury and from the budget 
director, Mr Richard Barman, 
have been on the same lines. It 
was nonsense then, and it is 
still nonsense non. 

Some British Treasury offi- 
cials, ou the other hand, were 
held back by a secret nostalgia 
for the early 1970s, when they 
had been using banana repub- 
lic tactics with great success. 
British bonds paid such hugely 
negative real returns that the 
national debt had by 1976 
shrunk to its lowest level since 
the days of Gladstone, in com- 
parison with national income. 
It was only after investors had 
rumbled this strategy that offi- 
cial Tnitidg moved. 

The economies are easiest to 
measure in terms of relative 
interest payments.- Mr Robert 
Bootle os Midland Montagu, a 
leading student of indexation. 



bonds (about £Mbn at issue 
price at the moment) has pri- 
vided an anchor rate of real 
return for the whole British 
financial market This proba- 
bly restrains upside volatility, 
rwairfrtg the task of monetary 
manag ement a bit less diffi- 
cult It may also raise the cost 
of Investment capital compared 
with other countries; but this 
depends on one’s assessment of 
the other great advantage of 
indexed issues - as a market- 
ing strategy. 


By Anthony Harris 


has calculated what he calls 
the “break-even" level of infla- 
tion. - the rate which would 
compensate indexed holders 
for the income they could have 
Kart from conventional bonds 
- for every year since 1981. 
For non-taxpayers - the pen- 
sions funds that hold most of 
the bonds - actual inflation 
has been well below 
break-even level in most years 
iirrHi interest rates were raised 
sharply during 1988. 

If British inflation is mea- 
sured as it is in other coun- 
tries, without an Interest rate 
compeneut, gross Investors 
have consistently lost 2Q&30Q 
hmaiw points throughout. Even 
for high-rate taxpayers. 
Indexed bonds do not look a 
rewarding Investment, except 
for insomniacs. It is clear, 
then, that the yield gap repre- 
sents a risk premium. 

There is also, more surpris- 
ingly, a fairly consistent risk 
premium over Income returns 
on equity. This Is surprising 
because while the indexed 
bonds offer simply a guaran- 
teed real return, equities 
should on average offs: a ris- 
ing real return, reflecting the 
real growth of the economy . In. 
spite of this, equity dividends 
have pretty consistently 
exceeded the running return 
on indexed gilts— by more 
than 300 basis points in the 
early days, when an inflation 
garantee seemed too good to be 
true, and by an average of 
about 75 basis points In recent 
years. This yield gap only 
reversed once. In 1987 a nega- 
tive gap of nearly 2 per cent 
appeared - and we all know 
what happened then. The posi- 
tive gap is now suggestively 
thin again. 

In short, the existence of a 
reasonable pool of indexed 


Most people prefer milk 
chocolate to plain; but there is 
an obstinate minority, includ- 
ing myself, which greatly me- 
ters Us chocolate dark and bit- 
ter. (Perhaps plain chocolate is 
for pessimists.) European cho- 
colatiers have always catered 
for both markets; in the US, 
Hershey took a long time to 
come round. The issue .of 
Indexed bonds provides plain 
chocolate for investors - a 
security for those, such 
regional Federal Reserve offi- 
cials - who weary a great deal 
about inflation. 
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Once these pessimists are 
out of the conventional binds 
market, remarkable things can 
happen. In the UK, homers of 
ordinary long bands made a 50 
per cent profit to the first six 
months after the Indexed 
became generally available. 
From the taxpayer’s point of. 
view, this means that the gov- 
ernment now pays a Pla ta - risk , 
premium rather than a panic 
premium on its borrowing; so 
it may be that industrialists 
can also raise capital a bit 
more cheaply than they could 
if there were no Indexed bands 
in B ritain, although they pay a 
bit more than most competi- 
tors in the developed cauteries. 





In one respect, though, 
indexed gilts have foiled to live 
up to their supposed promise. 

It was thought that the gap 
bet w een Indexed and conven- 
tional yields would provide a 
temperature chart of the mar- 
kefs inflationary expectations, 
to the event, it seems that the 
market forecasts the way a pic- 
nicker does - by looking out of 
the window. The gap has 
tracked current inflation faith- 
fully, but has no forecasting 
value at all. Unfortunately, 
this is precisely the merit 
which has attracted Mr Hetael 
to the idea - he thinks it 
would rive a valuable steer on 
monetary policy. No such luck, 
in London, anyway; but the 
other advantages are surefyflkjj? 
worth attention. 
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SUBSCRIPTION FOR 
CONVERTIBLE PREFERENCE SHARES 
INCORPORATING AN OPEN OFFER 
TO ORDINARY SHAREHOLDERS 


Arranged, and negotiated by 
3i pic 


Subscribers 
3i Group pic 

CEN Venture Managers Limited 
County NatWest Ventures Limited 


Advisers to Company 
NM Rothschild & Sons Limited 


March 1991 

31 pIc * tnvlcta House, Pudding Lane, Maidstone, Kent MEM 1NX 
Tel: 0622 685680 


31 pic and 31 Group pic are regulated In the conduct 
Of investment business by SIR. 
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Mirror Group float 
price set at 125p 

Shares in Robert 
Maxwell’s Mirror 
Group Newspapers 
will cost I25p each 
when the company is 
floated later next 
month. The yield, 
however, has yet to 
be finalised. Mixed 
views in the Invest- 
ment community 
mean that a higher 
than expected yield is likely, say flotation 
advisers. Danny Green reports. Page 20 

AG-Amev goes Ecu 

AG-Amev, the financial services group, 
unveiled a 4 per cent rise in net profit for 1990. 
The group — formed last year by combining 
Belgium's largest and the Netherlands' third 
Lbiggest Insurers - has drawn up its balance 
: sheet In European currency units to celebrate 
Pwhat it claims Is the first full EC merger in 
financial sendees. Page 21 

Ups and downs of US bonds 

Down and up, up and 
down. By die end of five 
trading sessions last 
week, the US bond mar- 
ket had gone precisely 
nowhere. Such lack of 
progress Is scarcely a 
surprise as remarks by 
Mr Alan Greenspan 
(left), chairman of the 
Federal Reserve, failed 
to dear the air over 
interest rates. The mar- 
ket decided a fortnight ago that no moves 
would be made until next month, and little has 
happened since to shake this conviction. 

Page 22 

Noranda sells assets to cut debt 

Cutting debt is the priority at Noranda, Cana- 
da's biggest resource group. The company is 
selling almost C$500m -worth of assets to con- 
trol Its C$4.4bn ($3.8bn) long-term debts. Alca- 
tel Cable has already agreed to buy Noranda’s 
wire and cable subsidiary, with a book value of 
C$220m. Page 21 

R i ght s Issue fatigue 

The sharp drop in the share prices of Alfred 
McAlpine and YJ Lovell at the end of last week 
indicates that rights issue fatigue may finally 
have caught up with the UK construction sec- 
tor. Page 20 
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Allied-Lyons chiefs to step down 


By Andrew Bolgsr in London 

THE chairman and chief 
executive of Allied-Lyons will 
this week announce their early 
retirement, only a month after 
the UK drinks group announced 
it had lost £150m (S253^m) on 
foreign exchange dealings. 

Sir Denick Holden-Brown, 68. 
was due to step down as chair- 
man next year, along with his 
chief executive. Mr Richard Mar- 
tin, 58, but both are now expected 
to leave at the group's annual 
meeting in July. 

Sir Derrick will be replaced by 


Mr Michael Jackaman, 55, cur- 
rently vice-chairman. The man 
expected to take over from Mr 
Martin is Mr Anthony Hales, 42, 
chief executive of AUled-Lyons' 
food division, J. Lyons. 

A report by the group’s audi- 
tors, KPMG Peat Marwick Mclin- 
tock, into the foreign exchange 
losses will be ready shortly. 
Allied-Lyons is a nTi nna to clear 
the air by the time its annnai 
results are annnwnrad on May 14. 

The drinks group’s treasury 
department was speculating on 


the continuing decline of the dol- 
lar, rather than just hedging to 
protect dollar earnings. The 
group was both writing call 
options on the US currency and 
selling dollars short against tire 
dollar in the cash market. It was 
naug ht out when the Hniiar rose 
sharply from early February 

onwards. 

Mr Clifford Hatch, 49, resigned 
as finance director in March, 
when the Vosses were announced. 
The group said Mr Hatch, who 
had been tipped as a future chief 


executive, felt he had to go 
because he was head of the 
department responsible for the 


However, the Bank of England 
had expressed concern some 
months earlier to Allied-Lyons 
about its aggressive dealing. 
Such a high-level warning is 
unlikely to have been directed 
solely at Mr Hatch, which may 
explain the early departures of 
Sir Derrick and Mr Martin. 

Allied-Lyons shares closed at 
SSOp on Friday. This was down 


29p since the group announced 
on March 19 that it would take 
the foreign exchange loss as an 
exceptional provision in its 
results for the year to March 2. 

Last year Allied-Lyons made 
pre-tax profits of £56Sm on turn- 
over of £4.7bn. 

The drinks group’s brands 
include Tetley bitter, Skol Lager, 
and Teacher's whisky. 

Allied-Lyons had been looking 
at a plan to merge its brewing 
1 tions with Whitbread, but 
have been suspended. 


Race is on to 
be first with 
the big picture 

Michael Skapinker and Raymond 
Snoddy look at high definition TV 


F or the world’s consumer 
electronics manufacturers, 
nothing is more important 
than the race to develop large 
television screens with sparkling 
rinar pictur es 

For the J a panes* high defini- 
tion television (HDTV) is an 
opportunity to consolidate their 
lead in consumer electronics. For 
the Americans, h is a chance to 
get bade into an industry they 
have virtually abandoned. 

For Thomson Consumer Elec- 
tronics (TCE) of France and Phil- 
ips of the Netherlands, Europe’s 
largest consumer electronics 
companies, wide-screen HDTV is 
the key to thph future viability. 

The European Commission is 
reported to be close to agreement 
with industrialists and broadcast- 
ers on a common standard for 
dearer television pictures. If the 
accord, making the D2-M&C stan- 
dard compulsory for a& European 
satellite broa dc aste r s, is endorsed 
by EC teippwnniiminituwifl minis- 
ters on June 3. Thomson and 
Philips win have won a substan- 
tial political victory. 

Whether they can translate 
their gain into commercial suc- 
cess is more doubtful. It is one 
thing to force satellite broadcast- 
ers to adhere to a particular stan- 
dard. It is another to persuade 
viewers that it is worth paying 
extra for the clearer pictures. 
British Satellite Broadcasting, 
which last year merged with Sky 
Television to create British Sky 
Broadcasting, largely failed to 
persuade the UK public of the 
virtues of its DMac system, the 
British version of D2-Mac. 

The D2-Mac standard. Europe’s 
preferred route, could, in any 


event, soon be surpassed techno- 
logically by research in ' the US. 
The US Federal Communications 
Commissio n haw ohown g]x can- 
didates to compete to create a 
high definitio n standard. It is 
likely that they win opt for an 
entirely di gital system. The 152- 
Mac system is partially analogue. 

TCE and Philips both desper- 
ately need a successful consumer 
electronics product. TCE’s net 
losses more than quadrupled last 
year to FFrfiSOm (fU4J28m)- 

Philips, although flwanrially 
troubled, is in a slightly different 
position. The Dutch group, 
Europe's largest electronics com- 
pany, last year declared a record 
net loss of F14^hn ($2Jlbn). Its 
consumer electronics division, 
however, was its only successful 
performer. Partly boosted by last 
year's World Cup, which stimu- 
lated sales of television sets and 
video cassette recorders, the divi- 
sion’s profits rose 32 per cent to 
ELLTbn. 

Given the weakness of its com- 
puter, senricondnctor and light- 
ing divisions, it is essential for 
Philips that its consumer elec- 
tronics activities continue to 
show that sort of progress. 

The company does have a few 
other products on the cards. Next 
year it will launch the digital 
compact cas sette ( DOQ), a high 
fidelity tape system. 

Hi gh definition televisio n, how- 
ever, remains its most important 
consumer electronics project. 
Both Philips and Thomson have 
rece ived genero us finan c ial h ack- 
ing from their governments for 
HDTV research, based on the 
Mac system. 

A 1986 European Community 
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Time in for the next instalment in the saga of TV - the high definition image 


directive required all satellite 
broadcasters to use the Mac sys- 
tem. The thinking behind the 
directive was that satellite broad- 
casters would begin with either 
D-Mac, to be used in Britain, or 
with D2-Mac, the system chosen 
by the rest of Europe. D-Mac and 
D2-Mac are not fully-fledged high 
definition systems, but they do 
provide clearer pictures than 
those currently available in 
Europe. Eventually, it was hoped 
that broadcasters would move on 
to HD-Mac, Europe's own high 
ftofiniHrm system. 

The directive expires at the 
end of the year and a new one 
will take its place. Thomson and 
Philips have demanded that the 
new directive should make 152- 
Mac compulsory for all satellite 
broadcasters. Companies such as 
British Sky Broadcasting have so 
far evaded the directive by broad- 
casting from Astra, nffMaiiy clas- 
sified as a tBlpwanmiiniMti taK, 
rather than a television, satellite. 
The Commission has been 
talking to BSkyB about the possi- 
bility of broadcasting simulta- 
neously in D2-Mac and Pal, the 
conventional UK television sys- 
tem which it uses at the moment. 

Thomson and Philips say that 


the development of folly di gital 
television in the US will not 
affect plans. Such a system, they 
say, will not be viable until after 
the turn of the century. 

The US system would have the 
advantage, however, of being 
suitable for bro adcas t by satel- 
lite, cable and ordinary terres- 
trial transmission. 

Mr Dermot Nolan, a consultant 
for accountants Coopers & 
Lybrand Deloitte, said in a recent 
HD TV study that this would 
mam US manufacturers would 
have access to the entire broad- 
casting marketplace - in con- 
trast to both the Europeans and 
the Japanese, who were concen- 
trating an mtaHite only. 

Mac, Mr Nolan believes, is an 
isolationist technology designed 
mainly to keep out the Japanese. 
“Without a radical re-positinning 
of the European HDTV str a tegy. 
European High definition will not 
materialise as a successful propo- 
sition and the future will b elong 
to American digital HDTV and 
Japanese companies licensing the 
technology from US vendors," Mr 
Nolan argues. 

The concentration on satellite 
. broadcasting as the route to 
HDTV also raises the problem 


that most Europeans will con- 
tinue to receive only ground- 
based broadcasts. 

By the end of 1990, L8m Euro- 
pean homes had satellite dishes 
- only 1-3 per cent of the totaL 
According to Zenith Media 
Worldwide, part of Saatchi & 
Saatohf. this figure win grow to 
about 23m homes by 2000, still 
only 17 per cent 

Instead of simply concentrat- 
ing on D2-Mac, the British 
Department of Trade and Indus- 
try ' 

is arguing for a twin approach: 
Mac as the prefared standard for 
satellite television, but with no 
Rfwnpul«dnn for Pal users such as 
BSkyB, and the development of 
an improved Pal system for use 
on terrestrial television. 

The government has decided to 
fund a Pal research project under 
the Eureka high technology pro- 
gramme. involving the BBC in 
Britain and ZDF, the German net- 
work. Granada Television and 
ARD of Germany might also join. 

This research could eventually 
provide widescreen, better qual- 
ity television for everyone. Phil- 
ips and Thomson wiU be hoping 
that, in the meantime, they can 
create a large market for D2-Mac. 


Granada 
holders 
urge shift 
at top 

By Raymond Snoddy 
in London 

INSTITUTIONAL shareholders In 
Granada, the television, leisure 
and computer services group, 
have warned the company that 
top-level management changes 
are needed before a planned 
£l50m ($2s3JSm) rights Issue can 
go ahead. 

In particular, Che position of 
Mr Derek Lewis, the company’s 
chief executive, Is under threat. 
He was told yesterday that 
shareholders and the group’s 
merchant bank, SG Warburg, 
believe the changes must accom- 
pany the rights Issue. 

Non-executive directors, such 
as Mr Peter Davis, chairman and 
chief executive of Reed Interna- 
tional. and Mr Alan Clements, 
former ICI finance director, are 
understood to want Mr Lewis to 
go. 

Granada is planning the rights 
issue and substantial disposals 
- which could amount to as 
much as £2 00m - to cut Us 
heavy debt. This stood at £436m 
at the end of last year, apart 
from the off-balance sheet com- 
mitment to HHtish Sky Broad- 
casting; the satellite TV venture. 

On Friday, Reed announced 
that it would not put any more 
money into BSkyB, a consortium 
in which Pearson, publisher of 
the Financial Times, has a stake. 

Granada’s bingo business, 
which has been doing well 
despite the recession, is a possi- 
ble candidate to be sold off. 

The problems come at the 
worst possible time for Granada, 
which must submit its financial 
bid on May 15 to retain its 
north-west commercial television 
Hbhihl 

Apart from recession, Granada 
has been affected by several 
doubtful diversifications over 
the past few years. Including 
moves into electronic retail and 
travel. The company also 
invested about £200m in com- 
puter services, which have not 
yet produced significant profits. 
Granada has also committed 
more than Sl30m to BSkyB. 

Grot® pre-tax profits last year 
fen from £164.1m to £12 lm and 
analysts are expecting some- 
thing closer to £80m this year. 
From a 1989 peak of £4, shares 
now stand at 195p. 

If thee had been time to com- 
plete a successful disposal pro- 
gramme, Mr Lewis's chance of 
survival would have been 
higher, at least in the medium 
term. 

Mr Lewis was closely identi- 
fied with Granada's involvement 
in BSkyB and the move into 
computer services, although both 
policies -had the backing of the 
company’s board. 
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POLITICIANS are blessed with 
1 short memories. 

For how else can one explain 
the insistence of Mr Nicho la s 
Brady, the US Treasury secre- 
tary, that Germany should 
reduce its interest rates? 

The days leading up to yes- 
terday's Washington meeting 
of officials from the Group of 
Seven leading industrial coun- 
tries have been horribly remi- 
niscent of events around the 
time of the 1987 annual meet- 
ing of the International Mone- 
tary Fund and World B ank. 

A similar row then between 
Germany and the US over high 
German interest rates unset- 
tled financial markets and 
helped pave the way for the 
October 1987 stock market 
crash* 

However, last week’s 
exchanges between the US 
Treasury and the German 
authorities may not be so 
threatening as the 1987 row. 

J? Mr Brady, even when he says 
unpalatable things, is a model 
of US Old-money courtesy. And 
despite last week’s 5SJU point 
drop in the Dow Jones Indus- 
trim average, current stock 
market values are not so exag- 
geratedly high as at that time. 

! But the US Treasury’s high 
profile campaign for lower 
rates has unsettled officials 
from the other G7 countries 
who are dismayed at the way 
in which Mr Brady has broken 
the group's unwritten rule of 
verbal discipline. . , 

To understand Mr Bradys 
action it is necessary to look at 
the G7 through a political 
Prism. . , 

• The differences between the 
US and Germany focus on 
domestic politics rather than 
economic theories. They are a 
useful reminder that 
high-flown talk of interna ti onal 
policy coor dination counts for 
little when a politician's sur- 
vival is at stake. 

The poljHHan in question is 
President George Bosh, who 
does not face re-election until 
late next year, but is suffi- 
ciently concerned about the US 

recession to push hard for 


G7 winces as 
Brady revives 
a bad memory 


grow t h . It Is Mr Brady's job to 
deliver that growth for his 
president. 

Hie approach of yesterday’s 
G7 meeting has, therefore, seen 
the US expressing dark fears 
about global capital needs and 
high real interest rates, rape- 
daily in Europe, while ignor- 
ing the advice of institutions 
such as the International Mon- 
etary Fund about how best to 
combat these perils. 

Whereas the IMF has ureed 
tough fiscal policies on deficit 
countries such as the US to 
rebuild national savings, 
Washing ton has called instead 
for lower interest rates. 

The political impossibility of 
the US getting to grips with its 
budget deficit or raising taxes 
to boost national savings 
its use of the interest 
rate argument 

Its demands have allowed 
the US administration to dem- 
onstrate that it is doing some- 
thing to help recession-hit 
businesses and families 
through pressure on the Fed- 
eral Reserve and other central 
banks to ease policy. 

But not mly is the policy 
risky in terms of financial mar- 
kets, it is also unlikely to suc- 
ceed. Mr Theo Weigel, the Ger^ 
irmn finan ce minister, will 
have the recent defeat of the 
German Christian Democrat 
Party in the Rhineland Palati- 
nate election firmly in his 
ttiItm! That defeat was a revolt 
by an electorate that 1 b having 
to nay more taxes for German 


Bundesbank president, who is 
not going to compromise the 
central bank’s counter-infla- 
tion stance. Ur P6hl also 
rejects the US argument that 
easier money would ease a 
global savings shortage. 

Looking further ahead, Mr 
P5hl will not want to compro- 
mise his plan for an indepen- 
dent European central bank by 
d ftm m i str ati ng that the Bund- 
esbank can bend to political 
pressure. 

It remains to be seen 
whether the differences over 
interest rates blow over or 
whether they will upset the 

flnaneigl markets. 

But the controversy has 
brought to mind the ad hoc 
nature of the G7 and how diffi- 
cult it is to co-ordinate policies. 


Mr Waigel, like Mr Brady, 
cannot take fiscal action to 
lower interest rates. Be hind 
frtrn stands the powerful figure 
of Mr Karl Otto Pdhl, the 


Political considerations of a 
different sort seem to lie 
behind Japan's sadden deci- 
sion to support a new alloca- 
tion of Special Drawing Sights 

(SDR). This is the reserve asset 
issued and managed by the 
International Monetary Fund. 

An SDR allocation lias long 
been supported by many devel- 
oping co untri es and a few 
industrialised nations, such as 
France, to provide financi a l 
resources to the Third World. 

But the more powerful IMF 
members, including the US, 
Britain and Germany, have 
considered such ideas for 
pumping additional reserve 
assets into the global economy 
as unnecessary. 

They argue that there is no 
shortage of liquidity in the 
world. Money is available, 
although expensive. 

To allocate SDRs - a basket 
currency made up of the US 


dolla r, Japanese yen, D-Mark, 
sterling and Fre n c h franc — 
would do nothing to reduce the 
cost of international funds, as 
they cost interest Because 
SDRs are allocated uncondi- 
tionally, an issue could damage 
efforts to ensure that financial 
support for Third World coun- 
tries is linked to economic pot 
icy 

So why ha s Jap an stuck its 
neck out in favour of such a 
move? One thought is that the 
proposal could deflect pressu re 
on Japan to take on more of 
the financial burden of creat- 
ing a new post-Gulf war world. 

According to the IMF World 
Economic Outlook, Japan will 
be the only G7 country to run a 
substantial current account 
surplus this year. 

In view of large demands for 
capital in eastern Europe, the 
Wag* and Latin Amer- 
ica, Japan could find itself 
under increasing pressure, 
from the US among others, to 
contribute more ffaanri»i sup- 
port to the global economy. 

The Japanese plan has also 
put Mr Mtohrf Camdessus, the 
IMF managing director, in 
something of a pickle. He has 
welcomed the move, not least 
because one of the objectives of 
the IMF is to promote the SDR. 

Bnt Mr Camdessus would 
like to see any additional 
resources targeted on needy 
countries rather than distrib- 
uted to all IMF members. 

There are also fears that an 
SDR allocation could hinder 
ratification of last year’s agree- 
ment to boost IMF resources 
through a 50 per cent increase 
in the Fund’s quotas or mem- 
bership subscriptions. 

Ever the diplomat, Mr Cam- 
dessus has already indicated 
how he expects to resolve this 
dilemma. He has called for an 
in-depth study of the SDR. 

This could delay Japan's 
plans and result in a reserve 
asset that differs considerably 
from the present SDR. 


Peter Norman 


Tootal 
forecasts 
40% rise 

By Andrew Bolger 

in London - 

TOOTAL Group has Issued a 
profits forecast which it says 
demonstrates conclusively 
that the tl Mm (S327A6m) hos- 
tile bid from textilesrival 
Coats Viyella seriously under- 
values the company. 

Tootal is forecasting a 40 
per cent Increase in pre-tax 
profits to »hfn rt in 

year to January 31 1992. It 
also expects earnings per 
share will be about 8p, an 
increase of 90 per cent, 
becanse of a much lower tax 
charge than last year. 

Mr John Craven, chairman, 
said: “Our profit forecast and 
the specific projects which wfifi 
benefit profitability next year 
are evidence of *h« transfor- 
mation wMdb hag tafc-wi plane 
in TootaL" 

The stock market now 
expects Coats, which already 
owns 29.4 per cent of Tootal, 
to increase its original cash 
offer of 65p per share. Tootal 
shares dosed on Friday lp up 
at 77p. Coats shares were 2p 
higher at I42p. 

Most of the Improvement in 

Tootal’s results is expected to 
crane from the UK after action 
to eliminate losses, reduce 
overheads and improve cash 
management 

Last year’s tax charge was 
pushed up to 44.4 per cent by a 
large amount of unrelieved 
Advanced Corporation Tax. 
However. Tootal forecasts that 
tax in the c ur r ent yesr will be 
only 25J3 per cart. 

Mr Craven said: “Coats’ 
offer woefully undervalues 
Tootal’s prospects, represent- 
ing only 7.8 times Tootal’s 
forecast earnings.” 

Coats countered that the 
forecast tax charge was excep- 
tionally low and it did not 
believe that Tootal could sus- 
tain fids level in fixture years. 
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You’ve heard of “home-from- 
home”? Meet office-from-office. 


com pAax 

LTE DBS; 20 




The size of 
a face flannel. 


camPAa 


I Don’t compromise. Talk to us about portables. | 

I Telephone 0345 300199 Or attach your*busineas card and send it to Compaq Computer Limited, | 
FREEPOST. Dept 4335, Bristol BSl 3YX. Buy a Compaq laptop or notebook personal computer 
before June 30th and we’ll send you a new Microsoft BallPoinl® mouse completely free. 
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MGN flotation price 
set at 125p per share 


By Daniel Green 


SHARES IN Mr Robert 
Maxwell's Mirror Group News- 
papers will cost l25p each 
when the company is floated 
later next month. The yield, 
howver, has yet to be finalised 

The flotation price will be 
revealed officially tomorrow 
morning and the minimum 
outlay will be about £250, a 
level set to encourage the 
small investor. 

The yield is likely to be 
between 6.5 and 6.7 per cent, 
compared with a market aver- 
age of 4.8 per cent, and 8.4 per 
cent for shares in Maxwell 
Communication Corporation - 
also controlled by Mr Maxwell. 

Flotation advisers say the 
mixed views in the investment 
co mmuni ty on Mr Maxwell's 
management style mean they 
must set a higher yield, to the 
tune of about half a percentage 
point, than might otherwise be 
expected. At the same time 
they argue that without Mr 
Maxwell the company would 
be making less money and 


thus command a lower total 
price. 

The prospectus will be dis- 
tributed to institutions on May 
2. It will argue that Mirror 
Group is both defensive, 
because two-thirds of its 
income comes from circulation 
rather than more volatile 
advertising revenue, and well- 
placed to take advantage of the 
recovery from recession as 
advertising picks up. 

Both Mr Maxwell and his 
advisers want the shares to 
show a significant premium 
when dealings start on May 21, 
and the yield will be set to try 
to ensure this. 

Morale in the flotation team 
has been helped by research 
conducted on Friday and Sat- 
urday among readers of Mirror 
Group Newspapers by AGB, a 
market research company 
owned by MCC. Details of 
AGB's findings were not made 
available yesterday. 

In addition, the securities 
house in charge of the US side 


of the operation, Salomon 
Brothers, has asked for an 
increase ha its one-third alloca- 
tion of stock. The proportion it 
receives is likely to rise to 85 
per c en t,. 

About a third of the shares 
has been earmarked for the UK 
priva te investor, with UK insti- 
tutions getting another third 
ami the remainder going over- 


Before the official announce- 
ment of the flotation price 
Midlan d Montagu, the mer- 
chant banker, and broker 
Smith New Court intend to put 
in place the underwriters of 
the issue. 

The prospectus will also be 
available from some branches 
of Lloyds Bank and the Bank 
of Scotland and be adve rtise d 
on Friday in some UK newspa- 
pers. 

The sale of 48 per cent of 
Mirror Group is Intended to 
raise £240-£270m. Most of the 
money will go towards reor- 
ganising Mirror Group’s debts. 


British Nuclear Fuels 
improves 17% to £145m 


By Deborah Hargreaves 


BRITISH Nuclear Fuels 
returned profits of £145m pre- 
tax for the 1989-90 year, an 
improvement of 17 per cent 
over the previous year’s £124m. 
Turnover pushed ahead by 14 
percent to £1.04bn. 

Mr Christopher Harding, 
chairman, said the publication 
of the company’s results bad 
been delayed by the continuing 
negotiations with its two main 
UK customers. Nuclear Elec- 
tric and Scottish Nuclear, over 
new fixed price contracts for 
fUel services. 

These discussions had been 
held up by the government’s 
decision to keep the nuclear 


industry out of the electricity 
privatisation programme. 

Mr Harding said BNFL’s 
prospects for expansion were 
mainly in the export business. 
He pointed to orders worth 
some £800m from German utili- 
ties for reprocessing fuel at 
BNFL’s thermal oxide repro- 


He said the company was 
now looking for new business 
opportunities in eastern and 
central Europe. 

"There is great scope for 
the application of advanced 
radioactive waste managrananf 
and decommissioning tech- 
niques.” 


lm provisions leave 
ayform £39m in loss 


By Mlchlyo Nakamofo 


CLAYFORM PROPERTIES, the 
property developer, saw a 
sharp reversal in its fortunes 
last year as the fall in property 
values necessitated heavy 
exceptional provisions against 
the group's development port- 
folio. 

A pre-tax profit of £l&03m in 
1989 turned into a loss of 
£39J.4m in the year to Decem- 
ber 31, largely as a result of 
£3 l.56m in provisions stem- 
ming from a reappraisal of the 
group's development portfolio. 

The reappraisal resulted in a 
substantial write-down of the 
group's developments in Bris- 
tol, Cannon Street and Shef- 
field. 

Turnover was up to QEL90m 
(£82. 42m). The loss per share 
was 101 .Op (earnings 36.7p) and 
net assets per share were 
halved to 201p (410p). No final 


dividend is recommended (6fip) 
brin g in g the total for the year 
to 2p (lQp). 

"This country has been 
experiencing the worst prop- 
erty recession in my experi- 
ence,” commented Mr Bryan 
Burletson, chairman. Although 
the market now appears to 
have hit bottom, ”1 don’t see 
any early rise," he said. 

The group’s borrowings, 
which shot up when Stead & 
Simpson was acquired for 
£120m in 1989, have been 
reduced from a year-end figure 
of £l25m to £85m, chiefly 
through disposals, which, since 
January last year and through 
to after the year end, 
amounted to £30m. 

A sharp fall in net assets, 
from £150.89m to £75 .83m, how- 
ever, means gearing was at 112 
per cent 


Tace to buy 
out minority 
in Goring arm 

By Jane Fuller 


TACE, the environmental 
control equipment group 
where a revolt by in stituti ons 
removed founder rfurirmnn Mr 
Jock Mackenzie, Is proposing 
to buy out the minority hold- 
ing in its Goring Kerr subsid- 
iary. 

The offer is expected to be 
roughly six Tace shares for 
every five held by the owners 
of the outstanding 49 per cent 
in Kerr. 

This that tiiA rela- 

tionship between the two 
share prices is similar to Fri- 
day's close of 147p for Thee 
and 176p for Goring Kerr. 

Mr David Wilson, Tace’s 
finance director, said it was 
intended that the holders of 
Kerr shares would be no worse 
of L The proposals would also 
taka account of Kerr's slightly 
higher dividend yield. 

The benefits of bringing the 
two together included over- 
head cuts, the full use of tax. 
allowances which would have 
saved £800,000 last year, the 
removal of obstacles to fund 
raising and a better use of 
group cash. 

Mr Wilson said he hoped the 
reconstruction would not be 
field up liy th* ♦' rfuamanigans ” 

of Norwich Union, which has a 
5 per cent stake. He said the 
UK mutual insurance group 
was the main backer of Mr 
Michael Beckett's candidacy 
for the chairmanship. Mr 
Beckett resigned on Wednes- 
day from the board, which had 
preferred Sir David Nicholson. 

The board had hoped that 
the institutions would have 
been placated by the departure 
of Mr Mackenzie, who with his 
family still has a 23 per cent 
stake, and the cutting of cen- 
tral costs. 


CMB Packaging SA 

a*Sotito!i Anonyms’ Incorporated with fended Babffity in tha RepubSc ot Franco 
Share capitatFF 798 67* 740 

Head Office: 88 rue du Dflme - 92100 Boulogne sur Seine (Ranee) 

NOTICE OF MEETINGS 

The shaehokfnsara hereby Wormed BntCMhayand BttaortkBf? General MeedngawS be Md aFWtan^006)aP8wSonGaWol,5i8«nue 
Gatm, Franca, on 23*1 May 1991: 

■ tfieOdtnaiy General Meeting at 3pm (local Umal 

• itoEttxxdtaaiyGencKal Meeting at 330pm (local flmel 

toconadvra Mowing agenda: 1 Agenda for The Ordinary General Meeting 

• Report of On Board ol Directors aid reports afOwSautDiyAudtaa. • RonmwtfarttielBrmaraBoaidMernbec 

• Approval the annual accoirts for 1990 -appropriation* • RaOlcaiionolltoappalntmontofaOBnsoiK 

• AprrooJ cf tho AfftMfnwto mSor Article aC French Company • Authorisation lor the Comparer to purchase in own shares. 

Law(Ldswle9SodM6sCannQrcj^B4 • AutfotetOlon to the Board of Dfredore to pay an interim dMdend in 

• Ratfcanon of tho appointment ala Board Member: shares 

2 Agenda for The Extraortflnary General Meeting 

• Report of ff» Brand ofOtoctors aid report oMheSttaoryAudttxs 

• Autansteonol the BoadofOfaectara to increase capital by incorporafog resaw* praflt and premium (ram issues. 

• AwhorlsflfionoCttte0tartlolDlreciorstotesuavrmw»«moutshar0hclderpt«ernj^rigma: 

• shares in cash win or wttnut warrants attached • bonds cwwartMe Wo shares with or without warrants attadnd • bonds wtti warrants 
BBBctiod • aapai^ warrants •txrecarcdcemaPta In aftartawtiti or wBhom Manana attached • combined aacurtUea 

• AuthonsaSordtho Board otDiroaDraMliout p i oc rn pi i wsUacrlptkMirtfi^tatix 

• Gram siock options • Setting mannun amounts tar authorisations • AtfhorisaUcn a the Board a Otoctm id gw* opsone id buy 

nastandng shares • Wtidation of atewrisadona In ttn event ol a puHc dfer to purdwn and/or exchange shares • Lapsing of autnrisadons 
pwousb granted to the Board ol Breens • Granting cf power* 

AI ewOrdhary General Mooting orty Shareholders trim hold lan or more stares an entitled to wta.aflhough hoktooof loss ton on shares may 
contune to roach #*s mwirrum and appoint a representative to vote on their Petal 
AlthoExtraortfc v ityGor^ Mo Be ^ aflSharefolderiarBertHiBdlovola. 

To bo enMed to attend; id bo represertsd or to vote by correspondence at thaw Meetings 

• hcMeraoliepsiQied shares must be recanted In the Company's share register at least live days before Bwdra of the Metengs 

• hofcferaol bearer aims mot deposit at DaMCHY WORMS &Cte (223k iue SaksHoraft- 75001 FWFIS Fiance) athestS days betas the dale 
of the Martinas a cwtitioae eufctenctag tint Ore shares haw bean deposited irifr authorised Mamedtatasuntl (he (Mb al tha Meetirgs. 

Rxnts cf praxy/posal wto should be lodged wflh the Cortpary at leas Owe days before On das af ttn Meetings 

Another person may only represent a s ha rohokter at tie Meetings II ho la Hmaelf entMed to attend tire Meetings. or h tire muse or legal 

repreaerottocf the shareholder. LaOcnreBtrAcWn^ 


An insatiable demand for new paper 

Maggie Urry and Andrew Taylor on the recent spate of cash calls on shareholders 

l-. market — j 


T HE SPATE of rights issues in 
the UK equity market since the 
start of March seems to show no 
sign of abating. So for this year £3bn 
has been raised, but despite the cash 
calls the FT-SE 100 index has risen by 
more than 15 per cent. 

With the stock market having 
already reached some equity strate- 
gists’ forecasts for the end of the year, 
the continued demand from companies 
for new equity might be expected to 
pat a Hamper on share prices. 

However, the amount of cash raised 
through rights issues is not surprising 
- although it is already nearing the 
£4bn raised in 1990 and exceeds the 
£3bn total for 1989. 

At the start of the year, for example. 


UBS Phillips & Drew, the stockbroker, 
was expecting £6bn to be asked for 
during the year. County NatWest was 
predicting that issues would total 
£20im over 1991 and 1992. So £8bn in 
four t pqw+ik is a not an unexpected 
amount. 

On the other hand. Nomura, the 
securities house, suggests the market 
had also been looking for some big 
takeover bids to put some of the cash 
back lntn the stock market. 

So for nothing sizeable has been 
seen, and if some big bids d o no t 
appear soon the market could become 
nervous. 

Nonetheless, the supply/dranand bal- 
ance does not seem to be a problem. 
Instituti onal liquidity, which was 


unusually high at the end irf ***5 
has fallen, to a more normal level and 
no lower. Investors are not short « 
cash to invest in righ^fosues “ ° r 
government sales of gilts and its »T 
they think there isa cas® 
for putting money into the market at 

all 

fflnw tym panies are making tighfo 
issues to take advantage of the high 
level of the market, should the i 
foil or the take-up of shares by inves- 
tors slacken, the number of issues 
ought to dry up. . _ 

Equity strategists do wrt espej* 
rights issues to trigger a foil in the 
market, although there have been 
famous occasions when one big tone 
ranting cm top of a s tr e am of lesser 


calls has cracked the market - such u 

Hanson's £519m rights in Jane 1988 
and National Westminster Bank’s 
£7l4m can in May 1986. So long y thfc 
Issues are from companies wnlcn iinw , 
tors regard as worthy, and issuers do 
not get greedy on price, there appears, 
to be demand for new paper. - 
U Is the institutions’ propenrity to-, 
invest rather than foe weight of cash, . 
ffiiB that could cause problems for the^ 
stock market 2 

]f investors began to worry about? 
fundamental concerns such as the eco- v 
nomic recovery, interest rates an^- 
inflafion. sterling and the trade bal- 
ance, and the looming general election,- 
then they could resist future rights . 
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A bout of indigestion in the construction sector 


THE SHARP drop in the share 
prices of Alfred McAlpine and 
YJ Lovell at the end of last 
week indicates that rights 
issue fatigue may finally have 
caught up with the construc- 
tion sector. 

Lovell’s share price tumbled 
by UL5 per cent to I45p on 
Thursday after the group 
announced a two-for-five cash 
call to raise £30m. The shares 
closed at 143p on Friday. 

McAlpine, equally, got short 
shrift from the market on Fri- 
day. Its share price fell by 
almost a tenth to 258p after 
-the group announced a one-for- 
two rights issue to raise 
£38fim. 

Both groups are currently 
trading below their theoretical 
ex-rights price. The fall in Lov- 
ell's share price will have been 
exacerbated by a warning from 
the group that it will have to 
make substantial extra provi- 
sion against some of its devel- 
opments. 

Institutional investors, how- 


ever, have every right to be 
s offering from indigestion 
given the large amounts of 
paper which construction. 


Companies 


bonding materials and prop- 
;ht to 


Money sought through 
UK rights t “ * 


s<£bn) 


erty groups have songi 
issue this year- 

iginw* the hp gimiiwg of Janu- 
ary these companies have 
announced 16 separate rights 
issues worth more than £lbn. 
They ' account for a third 
of the £3bn all types of 

revrr^pflniBO haw fltfrfl Tiptreri tO 

raise from rights issues this 
year. 

Construction companies, 
most of them heavily involved 
in housebuilding and property 
development, have justified 
their fund- raising by saying 
they need the cash to prepare 
for the next u p t u r n - particu- 
larly in the housing market 
which is expected to lead the 
sector out of recession. 

The weakness in the corn- 



1990 


1991 


mereial and residential prop- 


erty markets, they say, 
allow them to tako advantage 


of distressed sales and pick up 
some bargains. 

These seem more likely to 
arise in the commercial, rather 
than the housing, market 


where there has been a surpris- 
ing shortage of cheap quality 
lanri coming onto the market 
in spite of the recession. 

Nonetheless, many builders 
need to replenish their housing 
land banks as sales have 
started to pick up. 

Mr Graeme Odgers, McAl- 
pine’s chief executive, says: 
"There may he no outright bar- 
gains about but bousing land 
is gnu cheaper than it was two 
years ago.” 

Another reason for a rights 
issue is to reduce the large 
drifts builders raised when the 
resi de ntial and commercial 
property markets were at their 
height. Alfred McAlpine fits 
into this category with average 
borrowings of £80m - equiva- 
lent to more than GO per cent of 
net assets al the end cf Octo- 
ber last year. 

The classic property play at 
the bottom of the investment 
cycle, when prices are al their 
lowest, is to raise debt 
rather than equity to finance 


new purchases — as any*-; 
home owner with a mortgage* 1 
knows. 

It is arguable that loss high- * 
ly- geared companies such a»- 
Taylor Woodrow, which last 
week announced a oue-for-four > 
rights Issue to raise £162.4m<-‘ 
should have increased borrow 
ings rather than turned ti$L 
ftywr shareholder s for finance. 

Mr Peter Drew, chairman of' 
Taylor Woodrow, responds that • 
he would rather have equity) 
than raise debt at current rates 
of interest 

The big share price rises* ! 
enjoyed by construction cent' 1 
panics earlier this year has- 1 
allowed them to tains advan- 
tage of the market to hold a - 
rights issue. 

The problem of McAlpine- 
and YJ Lovell is that they have*- 
come at the end of the queue at 
a time when the market i&. 
questioning how quickly a-' 
recovery in house sales will 
show through in improved? : 
profits. ..j 
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CROSS BORDER MSA DEALS 


BIDOER/TNVESTOR 

TARGET 

SECTOR 

VALUE 

COMUBJT 

Capra (Spain) 

Ertoil (Spain) 

Oil refining 

£209m 

France’s Elf 
sells, raises 
Cepsa stake 

SibuM (Japan) 
Antokonazam (Hungary)/ 
C Hah (Japan)/IFC 

Magyar Suzuki (JV) 

Car manufacture 

£74m 

Japanese first 
In Eastern 
Europe 

BHA (SpainJ/CofnmarzbBnfc 
(Garroany) 

Hispano Commerzbank (JV) Banking 

E9Jm 

Gibraltar 
banking op 

Nippon Shaat Glass 
(Japan) 

Pilklngton Reinforcements 
(UK) 

Glass fibre 
processing 

{7.4m 

Pilklngton 

progresses 

reorganisation 

Ryan Hotels (Ireland) 

Carat Hotel (Germany) 

Hotels 

£5Jxn . 

Ryan's third 
buy In Europe 

Ganlnar Marchont (UK) 

Rowland Commerical 
Catering (Australia) 

Contract 

catering 

£2.6m 

Gardner No 2 in 
Australia 

Aagon (Ho Rand) 

Precam (Belgium) 

Insurance 

N/A 

Aegon bolsters 

Belgium 

presence 

Siemens (Gennany)/GPT 
(UK) 

GPT Communications 
Systems (JV) 

Telecoma 

equipment 

N/A 

Needs OFT 
approval 

CDME (Franca) 

STC - Distributors (UK) 

Electrical 

wholesaling 

N/A 

CDME enters UK 

Euromoney PubOcations 
(UK) 

PREP Institute (US) 

Consulting 

services 

E0-95m 

Euromoney lifts 
growth 


Samoa: FT Matgare A AoquMSana Mamallanal 


The Hnench were the most notable investors abroad last week, <. , 
writes Brian Bollen. » 

EH Aquitaine is raising Its stake In Spanish oil refiner Cepsa, 
becoming the company’s second largest shareholder. This la 
pert of the deal which sees Capaa buy its smallest domestic 
competitor, ErtolL, from EH. ^ 

The sale by US defence electro nics group Loral of 49 per cany 
of Re satellite business to Aerospatiale end Alcatel Espace, 
and Italy's Alania, concludes an agreement made last October.- • 
The transeeflon, taken logeHier with ttielr joM purchase of 
Boeing's Canadian s ubsi dia r y. Do HavMand, underflow the 
de t erm ina tion of Aerospatiale and Alania to break into the US 
and the specialised satelflto business. 

Contributing to the boom In receiverships, French property 
group Actbno la buying Pascal, the Canadian hardware chain. 
Construction company Lyonnaise doe EamtOumaz will, see tts -. 
Stake In UK building group AHred McAlpine double to 12 per . t 
cent ea a result of McAlpIne’s 1-ford rights Issue. 

The realignment of Inte r e s t s In Europe’s financial s endees 
s e ct or continued with Dutch Insurance group Aegon buying the'' 
99 per cent of Belgian Insurer Precam owned by France’s 4- 
Athena. 

Joining the flow of w este rn car makers Into eastern Europe Is , 
Suzuki of Japan. Hs 40 per cent staks Hi the Joint venture 
Magyar Suzuki edit make H Hie first Japanese car manufacturer 
to assemble cars In tha region. 

The sale of PHklngton Reinforcements to Nippon Sheet Glass 
of Japan Is part of the Ptfldngton group's reorganisation .'i 
strategy, which involves the disposal of non-core assets and J 
the etimi nation of loss-making operations. 
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Folkes restructures and 
lifts profits to over £4m 


FOLKES GROUP, the property, 

en g ineerin g and b uilding prod- 
ucts group, lifted pretax prof- 
its by 12 per cent from £3.6m to 
£4. 03m In 1990. 

The result was achieved on 
lower turnover of £47.71m 
against £S8.51m 

Mr Constantine Folkes, 
chairman, said the group had 
changed more significantly 


during the year t han at any 
time in Its history, enhancing 
its profit potential and its posi- 
tion in both open die forging 
and property. 

The balance sheet remained 
strong. 

Earn ings improved to 7.49p 
(6.77P) and the recommended 
final dividend of L75p makes a 
total of 2u5p (2-05p). 


DIVIDENDS ANNOUNCED 


Blatchley PUIotor^ fin 

3.75 

- 

3.75 

7^5 

7.5 

Br Assets Trust _ 

— int 

Itt 

July 8 

0-95 

- 

3-85 

dayform Props - 

— fin 

nil 

- 

6J5 

2 

10 

Clayton Son & Co — fin 

9-3+ 

May 23 

9.3 

11J 

11^ 

Dean & Boaraa - 

— fin 

3-25t 

June 6 

3.25 

6 

6 

Downlebrae 

— fin 

1 

July 1 

0.5 

1 

0^> 

Expadlar § 

— fin 

0.5 

- 

nil 

1 

nil 

Fleni’g Universal. 

fin 

22 

July 24 

2J2 

2.8 

2.8 

Gulnneaa Mahon 

—int 

nil 

- 

0.8 

_ 

1.45 

Holt (Joseph) 

— fin 

23 

June 21 

19 

31 

26 

Investors Cap — 

—Int 

'IJSirCr 

June 7 

1JZ 

- 

4.86 

London Hmdgb • 

fin 

0.76 

- 

1.3 

0.75 

1.3 

Nat Hama Loans 

— Int 

3.75 

July 1 

3.75 


9 

Perth Group 

—fin 

nil 

- 

3^ 

0.5 

4 JS 

Sllnoaby (HO 

.™fln 

5^ 

July 3 

5.5 

7JS 

7£ 

TR Far East tec int 

1 

July 1 

1 

- 

4 


MMMrefln 

1 

July 1 

1 

1.5 

1.6 

Walker (JO) 

— fin 

2 

July 5 

2 

2 

4 


Dividends shown pence per share net except where otherwise stated. 
"Equivalent attar allowing for scrip issue. tOn capital Increased by 
rights and/or acquisition Issues. §USM stock. ^Second interim making 
2J5p to date. RSecond Interim making 2p to date. 


THE FINANCE COMPANY OF 
SOUTH AUSTRALIA LIMITED 

US$100,000,000 Routing Rats Notes 1989-94 
Guaranteed by Beneficial Finance Corporation Limited 
Holders of Roaring Rats Notes of tha above issue are hereby notified 
that for the fourth interest period from April 29, 1991 to October 28, 
1991, (with 182 days), the following information is relevant 


1. Applicable 
interest rata 


2. interest payable 


6%% perannum 

US$8373.26 

per US$250,000 nominal 


3. Fourth interest 
payment date 

April 25. 1991 

Bank of America International SA 

Luxembourg 

Principal Paying Agent 


October 28, 1991 


BA ASIA LIMITED 
, . Hoog Kong 
Reference Agent 


US $250,000,000 

Institute de Credito Oficial 


Statutorily Guaranteed Floating 
Rate Notes due 1992 


For tha period from April 29, 1891 to 
October 29. 1991 the Notea will cany an 
interest rate of 6-226% per «nrmm with 
an interest amount of US S3W.44 per 
US $10,000.- and of US S8.1S4.3S per 
US SIDO.OQO Note. 

The relevant interest payment date will 
be October 29. 19SL 


AcezztBank; 

Banque Paribaa Luxembourg 
SocfltfAMuyme 


FLASH LIMITED SERIES C 
U.S. $37,000,000 
Secured Floating Rate Notes 
Due 1992 

In accordance with the conditions 
of the notes, notice is hereby given 
that for the six- month period 
29th April 1991 to 28th October 
1991 (182 days) che notes will cany 
an interest rate of 6.585% p_a. 
Relevant interest payments win be 
as follows: 

Notes of U. S. 4100, 000 
U.S. $3,329.08 per coupon. 
THE SANWA BANK LIMITED 
. Agent Bank . 


Moving our headquarters to 


A 


Mitsubishi Bunk of 
Australia Limited 

A*40,000.000 
Flouting Rate Notes due 1992 


Notice is hereby given that for 
the three months Interest Per- 
iod from 24 April, 1991 to 24 
July, 1991 the nows win carry 
an Interest Rats of 10.7858% 
per annum, interest payable on 
24 July. 1991 will amount to 
268.91 per A510.000 None. 


The Mitsubishi Bank. Limited 
London Branch 
Agent Bank 


ECU 300,000,000 
Kingdom of Belgium 
Floating Rate Notes due 2000 


Par the period from April 29, ISM to 
July 29, 1991 the Notes wOl carry en 
interest rate of 9%% per annual with as 
interest amount of ECU &£77.69 per 
ECU 100,000 Note. 


The relevant interest payment date will 
be July 29, 199L 


Agent Bank: 

Banqne Paribas Luxembourg 
SoeMUAnonyme 


most successful property investment 


nearly put us in the Tower 


On May 1st, Taylor Woodrow's Group Headquarters wfll be established at the World Trade Centre, which Is part of one of the most ambitious and comprehensive developments 
we've ever undertaken. A 28 acre riverside site where newoffices, shops, restaurants and homes blend sympatheticcffly with carefully restored older buildings. It's already proved our most 
successful property investment. It's called St. Katharine by the Tower. So you can guess where our head office would have ended up had we extended the development any further. 
For more information contact: Trevor Jones, Taylor Woodrow Group Headquarters, World Trade Centre, 1 St. Katharine's Way, London. El 97W. Tel: 071-488 0555. 


TAYLOR 

WOODROW 
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COMPANIES AND FINANCE 


Europe finance 
venture turns in 
solid first results 


By David Gardner in Brussels 


A6-AMEV, the financial 
services group formed last year 
from the merger of Belgium’s 
largest and the Netherlands' 
third biggest insurers, unveiled 
a.4 per cent rise in net profit 
for 1390. 

This was measured against a 
pro-forma crma nHiTateri income 
statement prepared for 1989. 
The two companies finalised 
their link-up in December, to 
he retroactive to the beginning 
of 1990. Groupe AG and N.V. 
Amev each hold a SO per cp»* 
share in the group. 

To celebrate what it 
is the first full European Com- 
munity merger in financial ser- 
vices, the group has drawn up 
its balance sheet In European 
currency units (Ecu). 

It earned Ecu393m ($464m) 
last year on turnover of 
Ecu6.3bn, against profits of 
Ejcn373m from Ecu6-2bn in 
2489. The advance looks 
slightly better in Ecus than in 
Belgian francs, in which it 
would have been only 2 per 
cent 

.Dividends, paid out sepa- 
rately - and in national cur- 
rencies - were raised from 
BFrl50 to BFrl65 by AG and 
from FI 2LB5 to F 13.85 by Amev. 

-The group’s co-chairman, Mr 


Maurice Lippens from AG, 
pointed out that, but for the 
weakness of the dollar, earn- 
ings would have risen by 5 per 
cent. 

Results from the group's US 
operations - largely AMEV- 
pr ovid ed — had, however, 
shown a high return on turn- 
over, and there had been a sig- 
nificant advance in the Span- 
ish car insurance market 

A black spot was the cost of 
last year’s storm, damage in 
western Europe, which cost the 
group Ecu20m in Belgium 
alone. 

While consolidating its posi- 
tion in Its core markets in Bel- 
gium and the Netherlands, AG- 
AMEV wants to reinforce its 
presence In Spain and the UK, 
and seek out new niches in the 
US. 

Mr Lippens said that given 
the group's strong financial 
position he “could envisage 
important acquisitions 0 . 

AG is closely allied with Bel- 
gium’s leading bank, Generals 
de Basque, as part of its 14 per 
cent holding in Soddte Gdndr- 
ale de Belgique, the country's 
leading holding company. 
AMEV in 1989 merged with 
VSB, the largest Dutch savings 
bank. 


Mitsukoshi cautious 
despite 12.3% rise 


Qy Robert Thomson in Tokyo 


.MITSUKOSHI, the Japanese 
‘ department store operator, yes- 
terday reported a I £3 per cent 
increase in pre-tax profit to 
Y19.33bn in the year to the end 
of February. The company said 
itomand for imported painting s 
and other luxury goods boosted 
sales. 

This year, however, the 
group expects profit growth to 
increase only marginally. 

Total sales rose 10 per cent 
to Y866.7bn C$&24hn), with an 8 
per cent increase in clothing 
sales, a 15.3 per cent increase 
in those of household articles 
and a 17.9 per cent rise in sales 
of sundry goods. 

Japan’s department store 
sales rose sharply early ldSt 
year, but growth has been 
slower in recent months. Con- 


sumer confidence was affected 
by the Gulf crisis and by more 
general concerns about the 
slowing of Japanese economic 
growth. 

Mitsukoshi expects pre-tax 
profit this year to rise only to 
Y19.4bn an sales of YSSfibn. 

Japanese department stores 
fear that consumer spending 
could slow if interest rates 
remain high and that purchas- 
ing power will be lessened by 
the relatively low wage 
increases won at the annual 
spring bargaining sessions. 

• The Brazilian government 
has raised the share of steel 
group Usiminas held by Japa- 
nese group Nippon Usiminas 
from 4:65 to 12B8 per cent in 
preparation for the group’s pri- 
vatisation. 
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NESTLE S.A. 


Nsstld S.A., Cham and Vevay 
(Switzerland) 


The shareholders are hereby invited to the 
124th Ordinary General Meeting 

to be held on Thursday, May 30, 1991 at 3.00 p.m. 
at the "Palais de Beaulieu" in Lausanne 
(Switzerland) 


Agenda 


, 1. Approval of the 1990 accounts and of the Directors’ 
■ Report 

2. Discharge of the Board of Directors and of the 
Management 

i3. Decision on the appropriation of the net profit 
4. Statutory elections 


The holders of bearer shares may obtain their admission 
-card (with a proxy) at the Company's Share Transfer Office 
•in Cham, or order them through a bank, not later than 
^Monday, May 27, 1991, at noon. The cards will be Issued 
•either against presentation of a certificate in the name of 
She shareholder to the effect that the shares have been 
•deposited with a bank, or after the shares have been 
"deposited at one of the Company's Registered Offices. The 
^shares will in both cases remain blocked until the day 
•following the General Meeting. 


•The 1990 Annual Report, comprising in particular the 
^Nesttt SA. Directors' Report, will be held at the disposalof 
•the holders of bearer shares, as from April 30, 199L at the 
"Registered Offices in Cham and Vevey and at the offices of 
Tthe Company's paying agents. 


rihe holders of registered shares whose names appear in 
»the Share Register will, within the next few days, receive 
*tha invitation to the General Meeting, together with a reply 
“form for ordering an admission card or appointing a proxy, 
■as well as for ordering the full annual report. 


•Shareholders are requested to address any 
"correspondence concerning the General Meeting to the 
.Share Transfer Office of the Company in Cham 
"(Switzerland). 


■ 

rCham and Vevey, April 29,1991 


The Board of Directors 


Overseas 
sales help 
lift Stefanel 
to L36.1bn 


By Haig Simonlan in Milan 


STEFANEL, the . Italian 
clothing man uf a cturer, raised 
group net profits by 33.7 per 
cent to LSS.lbn (927.9m), 
thanks to a 41 per emit jump 
in sales to L434JSbn from 
L308bn in 1988. 

The rise, which follows diffi- 
cult years fin: Italy's second 
biggest clothing group 

after its flotation in October 
1987, has prompted a r LlO 
increase in the dividend to 
L140 a share. 

However, the rises in both 
net wnnhip ff nH Hh> dividend 
remain below company predic- 
tions in November, when it 
said net pr ofi ts would reach 
about L38bn for 1990, while 
the dividend would be L150. 

in volume tannia, nalni last 
year rose to ijL8m items from 
9.3m in 1989, with foreign 
markets playing an increas- 
ingly important role. 

Stefanel has been particu- 
larly active in increasing its 
presence in eastern Europe, 
where it is represented hi Hun- 
gary, Yugoslavia, Poland and 

OMhiMfl m ailria. 

It has also raised its profile 
in tiie Far East. This year, Its 
Hong Kong-based subsidiary 
expects to Save 100 units oper- 
ating in the region, 60 of them 
in Japan. 

According to Mr Giuseppe 
Stefanel, chairman man- 
aging director, w i kf thk year 
should rise to L480fan, and net 
group profits to L44bn. 


Noranda in asset sale worth C$500m 


By Robert Gibbens in Montreal 


NORANDA, Canada’s biggest 
resource group, is selling 
assets worth nearly CSSOOm to 
keep Its consolidated long-term 
debts Of C$4.4bn (US$3.8bn) 
imfley Control, says chairman 
Mr Alfred Powis. 

Some sales have been negoti- 
ated, including disposal of Nor- 
anda's wire and cable subsid- 
iary, with a book value of 
rawhm [ to Alcatel Cable, he 
said after the annual meeting 
in Toronto. 

He would not reveal the 
price being paid by Alcatel, but 
said it wohld be above book 
value 

The total also Includes about 
$I00m of natural gas proper- 
ties; half Naranda's bolding in 
Cognos; a successful software 
company; and a 34 per cent 
Interest in a western oil and 
gas exploration holding, 
with some smaller holdings. 


AIR CANADA SEEKS TO CANCEL BOEING ORDERS 


AIR CANADA, caught by the 
international slump in air 
travel, has asked Boring to 
can c el orders and options on 
a long list of aircraft, writes 
Robert Gibbens. 

The airline, p rivatised two 
years ago before the onset of 
recession and the Golf war, 
is asking Boeing to cancel 


orders on three 747-400s for 
first delivery in 1993 and Is 
expected to seek cancellation 
of orders for six 767-SOOs and 
options on another 12- 
Air Canada has been los- 
ing money for several suc- 
cessive quarters and has to 
cut back on its fleet renewal 
and expansion programme. 


“We don't need to sell any- 
thing else,” Mr Powis 
Noranda made a profit of 
C yi5m on gai*** at - y* tshw in 
the first quarter. Nothing was 
attributable to the common 
stock after payment of pre- 
ferred dividends. A year earlier 
it turned in profit of 859m on 
pfllg* of J2.4bn- 
The decline was due to a 
slump in the forest products 


subsidiaries and a strike at 
Noranda’s zinc mining 
operations in New Brunswick. 
• Royal Trustee, one of Can- 
ada’s two biggest trust compa- 
nies, returned to profit in the 
first quarter with earnings of 
C$39m, or 15 cents a share, 
against C$72m, or 40 cents, a 
year earlier. 

In tiie final quarter of 1990, it 
posted a loss of C$25 lm, or 


C$2.17 a share, following write- 
downs on its European 
operations and portfolio invest- 
ments. 

Royal Trustco is the main 
financial services arm of the 
Toronto-based Brascan group. 
It said 1991 would be difficult, 
with a high level of non-per- 
forming loans, which totalled 
C$180m at March 31. 

• The Federal government has 
moved to wind up Standard 
Trustco and sell its trust 
assets. The Canada Deposit 
Insurance Corp will then pay 
out C$1 ^bn owed to more than 
100,000 depositors. 

A hearing into the wind- 
ing-up application is due 
tomorrow in Ontario Supreme 
Court. 

The Federal government 
seized the trust company's 
assets on 18 April and dosed 
all 37 branches. 


Recession hits steelmakers 


DOFASCO, Canada’s largest 
steelmaker, made a s mall 
profit in the first quarter, but 
its competitor, Stelco, contin- 
ues in a precarious cash posi- 
tion with mounting losses, 
writes Robert Gibbens In 
Montreal. 

Both companies have been 
badly hit by the recession and 
high steel imports from the US, 
and see little chance of a turn- 
round in 199L 

In addition, Stelco is strug- 
gling to recover from the 
impact of a long strike last 
year. 

Dofasco, with a large sheet 
business, recorded first-quarter 


earnings of C$lL2m (US$9.6mX 
or 7 cents a share, cm 12 per 
cent from a year earlier on 
sales down 12J> per cent at 
almost CIBOOni 

Stelco lost C$52m, or C8L56 a 
share, against a loss of C$l3m, 
or 48 cents, while sales dropped 
42 per cent to C$370m. 

The company is trying to 
negotiate higher bank credit 
lines. 

Stelco has stopped paying 
common and preferred divi- 
dends and Dofasco haa cut ttS 
quarterly rate from 32 emits to 
a) ce nts a share. It wrote off its 
C$713m investment in Algoma 
Steel at the end of 1990. 


Skanska advances 16% 


SKANSKA, the largest 
construction and property com- 
pany in Scandinavia, turned in 
1990 profits before extraordi- 
nary income up 16 per cent to 
SKriL37lm ($3S0m), in line with 
forecasts, writes John Barton 
in Stockholm. 

However, the Swedish group 
predicted that profits in 1991 
would drop back to the 1989 
result of SKrSbn, reflecting a 
slowdown in the Nordic con- 
sanction market 

It proposed that the dividend 
be increased by SKrl to 
SKr&25 per share. Ifrere would 
also be a stock dividend, in 
which shareholders would 


receive a bonus issue of one 
new share for each old share. 

Sales increased by 25 per 
cent to SKr37.2bn, with sales 
outside Sweden accounting for 
SKri^bo. The order backlog at 
the end of 1990 totalled 
SKr31bn, up 7 per cent 

Although Skanska reported 
a 98 per cent occupancy rate 
for its properties in Sweden, it 
noted difficulties in leasing 
some US properties, as well as 
its Oslo City complex winch it 
acquired in February. 

Only 20 per cent of the Trin- 
ity Tower project in London, 
which will be completed this 
spring, has been leased or sold. 


Dyno profit 
is slashed 
by more 
than half 


By Karon Fossil in Oslo 


DYNO INDUS TRIER, the 
Norwegian chemicals and 
explosives group, saw first- 
quarter profits, before yeapend 
adjustments, more thaw halved 
to NKr46m ($6.7m) from 
NKx94m a year earlier. 

Dyno said the main causes of 
the weak result were lower 
profits from stock market trad- 
ing wTirf increased development 

costs for one of its high-tech- 
nology businesses. The Gulf 
war and US recession also had 
an impact on the result, It 
added. 

Group turnover increased to 
NKrl.84bn from NKrl.64bn, 
while operating expenses, 
before depreciation, rose to 
NKrL64bo from NKrl.44ba 

The explosives division saw 
operating profit foil to NKr56m 
from NKx65m. Dyno warned 
that its Australian company, 
which was being restructured, 
was still operating at a loss, 
although less than that of last 
year. 

The chemicals division suf- 
fered a foil in operating profit 
to NKr35m from NKr50m on 
turnover up to NKr534m from 
NKr448m, mainly because of 
acquisitions. The plastics divi- 
sion saw no change in operat- 
ing profit of NKr25m, but turn- 
over rose to NKr434m from 
NKr335m, also because of 
acquisitions. 

Dyno forecast an increase in 
demand and falling prices for 
most raw materials in 1991. 
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NOTICES OF MEETINGS 


Time nodoes are to hnldexa of Halts In bearer form ud, for i 


i only, to haldon of bearer 


NOTICES OF ANNUAL GENERAL MEETINGS 

zinonniiaLhLc. 

Zfotice le bereby ghen tbot Hie Annual General Meeting of Eurotunnel PX-C. wlD be held at Westminster 
^Central Hall. Storey's Gate, London SW1H 9NH on 23 May 1991 at 3.30pm CLoodon ttme). for tbe following 
- purposes: - 

1. lb receive the Directors' Report and the audited Accounts for tbe year ended 31 December 1990. 

2. Tb re-e l ect as a Director Jon Foulda. who retires by rotation under the Articles of Association. 

3.1b re-elect as a Director Robert Malpaa. who retires by rotation under the Articles of Association. 

4.1b re-elect as a Director Patrick PansoUe. who retires by rotation under the Articles of Association. 

5. lb re-elect as a Director Jacquea-HenrlWahL who rettrea by rotation under the Articles of Aaeoctatlon. 
6.1b re-appolnt RPMG Peat Marwick McLtntncfc as Auditors. 

7. lb authorise the Director* to Ox the Auditors' remuneration. 

rasonuansA. 

notice Is hereby given that the Annual General Meeting of Eurotunnel S-A. WlD be held at Westminster 
Central Hall, Storey's Gate, London SW1H 9NH on 23 May 1991 as soon as the Annual General Meeting of 
Eurotunnel PX-C. commencing at 3.30pm (London ttmri shall have ended or been adjourned, for tbe 
following purposes: 

• lb approve the Report of tbe Director s on tbe activities and the business development ofEurohmnelSJV. 
and tbe Eurotunnel Group during the year ended 31 December 1990 and the Report of the Oommlssalrea 

aur Comptes for the same period. 

• 1b approve the annual accounts and the combined accounts for the year ended 31 December 1990. 

• 1b determine die treatment of the results for the year. 

« lb grants d i sc ha rge to the Directors and Oo mmla ealiea ana Comptes. 

• lb approve the agreements listed In the Special Report of tbe Commlssalrea aux Comptes drawn up In 
accordance with articles 101 and 103 of the law or 24 July 1966 on co mm erc i al companles- 

• H> ratify the appointment of two Directors by the Board since the last Annual General Meeting. 

• 1b ratify the change of address of the head office. 

• Detection of powers for the completion of formalities. 


NOTICES OF EXTRAORDINARY GENERAL MEETINGS 

BURCrnJNNKLPJ-C. 

Notice Is hereby given that an Extraordinary G enera l Meeting of Eurotunnel PXC. will be bekl at 
Westminster Central Hall. Storey’s Gate. London SWLH 9NH on 23 May 1991 at 3.45pm, or as soon 
thereafter as the Annual General MeeUngi ofEurotunnel P.XC. and Eurotunnel S-A. to be bdd at the same 
place and on the same dare shall have ended or been adjourned, for the purpose of considering and, tf 
thought fit, passing toe following reaottrtlona which will be proposed as to tbe Resolution numbered I as an 
ordinary resol anon and as to the Resolutions numbered 2 to 6 as special resolutions: 

RESOLUTIONS 

1) That, in addition and without prejudice to any other authority conferred upon the Directors to allot 
relevant seantdes of the Company, tbe Directors be and are hereby authorised, generally and 
uncoodtdonaUy. pursuant to section 60 of the Companies Act 1985. to allot to such persons, at such tones 
and on such terms as they think proper, relevant securities (within the meaning of that section and so that 
references to the allotment of relevant securities shall be construed to accordance with the said section] 
up to an a ggre gate nominal amount of £14,492567. provided that this authority ahaU expire at the 
conclusion of thenexr Annual General Meeting of tbe Company oron 23 August 1992. whichever shall be 
the eazher. save that the Company may before such expiry make an offer or agreement which would or 
might require relevant securities to be allotted after such expiry and the Directors may allot relevant 
securities In pursuance of such offer or agreement as If tbe authority conferred hereby bad not expired. 
2} That subject to the passing of the Resolution numbered 1 above and die passing by Eurotunnel SA 
shareholders at the Extraordinary General Meeting of Eurotunnel SA to be held at Victoria Plaza, 111 
Buckingham Palace Road. London SWlWOSTon 15 May 199L or at any a4(oumment thereof, of the first 


of the resolutions to be proposed at sucb meeting (a translation of which appears on pages 7 and 6 of the 
English language version of the circular to shareholders dated 29 April 1991) and In addition and without 
prejudice to any other power conferred upon the Directors, the Dlrecrora be and are hereby emp o wered 
pursuant to section 950) of the Companies Act 1985 to allot equity securities (wttl ilu toe meaning of 
section 94 of that Act and so that refere n ces to the allotment of equity seo ur tt l ea shall be construed in 
accordance with the said aectloia} in connection wttbaShare Warrant Agreement dated4 November 1987 

entered Into by the Company, among others, relating to warrants to subscribe for shares in the Company, 

. as amended and restated by an Agreement entered mtn between toe Company, Eurotunnel SA. and 
certain banks (a copy whereof has been produced to this Meeting and signed for toe purposes of 
identification by toe ChainnanJ. pursuant tp the authority conferred upon them by the Resolution 
numbered X above, aa if section 890) of that Act did not apply to such allotment, save that the Company 
may before expiry of this authority make an offer or agreement which would or might require equity 

securities to be allotted after such expiry and the Directors may allot equity securities in pursuance of 
such offer or agreement as If the power c o nfe rred hereby bad not expired. 

3) That, subject to the passtogaf the Resolution numbered I above and in addition and wttfaoot prejudice to 
aqy other power conferred upon toe Directors, toe Directors be and are hereby empowered pursuant to 
section 96 DJ of^ the Companies Act 1985 to allot equity securities (within the meaning of section 94 of that 
Act and so that references to the allotment of equity securities shall be construed in accordance wttb toe 
said section) which may fall to be allotted tn connection wtth or as a result of the m odi fi c ati ons ( re ferred to 
in Appendix 2 of the English lanpmge version of toe circular to sharehokfers dated 29 April 1991) made 
(subject to the app ro v al of the Company In general meeting] by a Supplemental Instrument dated 4 
September 1990 executed by the Company Uhe -Supplemental Instrument"] (a copy whereof has been 
produced to this Meettogimd signed fa- the purposes of Jdentlfieatlon by the Chahumn) to tbelnstrument 
dated 1 September 1986 executed by the Company (toe "Instrument") relating to warrants to subscribe for 
shares in th" Company, pursuant to the authority conferred upon them by the Resolution numbered 1 
above, as If scrilon 69111 of that Act did not apply to such allotment, and toat the pnswtngcf tola Resolution 
sHan constitute the approval of^ the Companyln general meeting of the provisions of danse BCBland (Oof 
the instrument (as amended by the Supplemental Instrument! required by clause S(D} of the said 
Instrument (as amended by the Supplemental Instrument]. 

4) That, subject to the passing by EurotunoeiSJL shareholders at the Extraordinary General Meeting of 
Eurotunnel S. A. to be held at Victoria Plaza. Ul Buckingham Palace Road. London SWlWOSTon 15 May 
1991, or at any adjournment thereof, of the second of the resolutions to be proposed at such meeting (a 
translation of which appears on pages 8 and 9 of the English language version of the circular to 
shareholders dated 29 April 1991): 

a) The Dlrectore be and are hereby authorised to renewthc Share Option Scheme fora forth er5year period 
from the date of the passing of the said resofuflnn by Eurotunnel S-A. shareholders on tdenttad terms to 
those approved on 25 September 1987 subject only tntoemodlfirHt1rwiBiBiminnri»edlftAppcrMttx3of the 
gn gHwii vereton Of the circular tn shareholders dated 29 April 1991: 


b) In addition and without prejudice to any other authority conferred upon the Directors to allot relevant 
securities of the Company, the Directors be and are hereby authorised, generally and unconditionally, 
pursuant to section 80 or the Companies Act 1985. to allot to such persons, at sucb tones and on such 
terms as they think pro p er, relevant wecurtMes fwlthtn the meaning of that section »nH wi thnt tri i-rpnwwi 
to the allotment of relevant securities shall be construed In accordance with the said section] up to an 
aggregate nominal amount of £12.000.000. provided that this authority shall expire on 22 May 1996. 
save that the Company may before such expliy make an oflerorapeement which would or might require 
relevant securities to be s Hotted after such expiry and the Directors may allot relevant securities in 
pursuance of such offer or agreement aa if the authority conferred hereby had not expired; 

c) In addition and without prejudice to any other authority conferred upon the Directors, the Directors be 
and are hereby empowered pursuant to section 950) of the Companies Act 1985 to allot equity securities 
(within the meaning of section 94 of that Act and so that references to the allotment of equity securities 
sbaD be construed in accordance with the said section) pursuant to thcauthorlty conferred upon them by 
paragraph lb) of this Resolution .as if srrrton BQIll of tinrt: Art did not apply in imeh n tin trrwi t, miwlhanh* 
Company may before expiry of this authority make an offer or afpeement which would or might require 
equity securities to be allotted after such expiry and the Directors may allot equity securities In pursuance 
of such offer or agreement as if the power conferred hereby had not expired. 

5) That the articles of association of the Company be amended as follows: 

a) By the redealgiatlon of article 102 aa article 1020) and the Insertion of tbe following new article 102(21: 
"(21 Without pr^udlce to tire provisions of article 137 the Directors shall have the power to purchase and 
mainta i n Insurance for or for the benefit of any persona who are or were at any time directors, officers, 
employees or andltora of the Company, orof any other company which isftaboldingcompanyorlnwhfch 
the Company or such holdin g company bas any interest whether direct or Indirect or wtilcta lain any way 
allied to or associated with the Company or of any s ub si diar y undertaking of the Company or any such 
other company, or who are or were at any time tr us te es of any pension fond in which employees of the 
Company or any such other company or subsidiary undertaking are Interested. Including (without 
prejudice to the generality of the foregoing) Insurance against any UabilUy Incurred lay such persons In 
respect of any act or omission in the actual or purported execution or discharge of their duties or in the 
exercise or purported exercise of their powers or ot h e m lsc In relation totbeir duties, powers or offices in 
relation to the Company or any such other company, subsidiary undertaking or pension fund. - : 

b) By the substitution ofaseml-colonln place of the fun stop at the end of article 100 (l)(g) and the Insert] on of 

the following new article 10901(h): 

"(h) tbe resolution relates to aqy proposal concerning any insurance which the Company Is empowered 
to purchase or maintain for or for the benefit of any directors of tbe Company or for persons who Include 
directors of the Company provided that for the purposes of this paragraph Insurance shall mean only 
Insurance a g a i nst liability incurred by a director In r esp e ct of any such aa or omission by him dim is 
referred to in article 102(2) or any other Insurance which the Company Is empowered to purchase or 
maintain for or for tbe benefit of any group of persons consisting of or including directors of the 
Company. 1 *: 

e) By the deletion of the existing article 137 and the substitution therefor of the following: 

*137. Subject to toe provisions of and so Coras may be oonsistentwlth the Act. but without prejudice to any 
lndenmnytowhiaradlrectiormayotherwlse.be entitled, every director orother officer or auditor of the 
Company s h a ll be indemnified out of tbe assets of the Company against an costs, charges, losses, 
expenses and labilities Incurred by him la the actual or purported execution or discharge of his duties or 
the exercise or purported exercise of his powers or otherwise In relation to or In connection with his 
duties, powers or office Including (but without limitation) any liability Incurred by him tn defending any 
proceedings, whether civil or criminal, to which Judgment is given In his favour for the proceedings are 
otherwise disposed of^ without any finding or ad xnte sion of any material breach of duty on his part! or to 
which he is acquitted or in connection with any application to which relief Is granted to him by tbe court 
from hablltty for negUgence. default breach of duty or breach of trust In relation to the affaire of the 
Company or from liability to pay any amount In respect of shares acquired by a nominee of the 
Company.’. 

6) That the memorandum of association of the Company be amended as follows; 

a) By the redtalgnatlon of the existing clauses 4(V) and 4CW? as. respectively, clauses 4(W) and 400 and the 
Insertion of tbe following new clause 4 (VI: 

"(V! 7b purchase and maintain Insurance for or for the benefit of any persons who are or were at any time 
directors, officers, employees or auditors of the Company, or of any other company which is Its holding 
company or In which the Company or such holding company has any Interest whether direct or Indirect 
or which Is in any way allied to or associated with the Company, or of any subsidiary undertaking of tbe 
Company or of anysueh other company, or who are or were at any time trustees of any pension fond in 
which any employees of die Company or of any such other company or subsidiary undertaking are 
interested including (without prejudice to the generality of the foregoing) insurance against any liability 
Incurred by such persons to respect of any aa or omission to toe actual or purported execution or 
dteOiarge of their duty or In the exercise or purported exercise of their p owers or otherwise in relation to 
their duties, powers or offloes hi relation to the Company or any such other company, subsidiary 
undertakfngor pension fond and, to such extent as may be permitted bylaw, otherwise to indemnify or to 
exempt any such person against or from any such Habflity.*: 

W By the substitution of the following for clause 4(d): 

“1*0 the expre ssi o n "subsidiary (except in paragraph (e) below, "holding company" and "subsidiary 
undertaking" shall have the meaning! gi ven to them la the Companies Art 1985 Can amended) or any 
statutory modification or re-enactment thereof:’. 

KnonumiiA 

Notice is hereby gtvea that as Extraordinary General Meeting ofEurotunnel SA wffi be held at the 
registered office ofEurotunnel P.L.C. at Victoria Plaza. Ill Buckingham Palace Road. London SWlWOSTon 
15 May I992at3pm (London time) and. to the eventtoata quorum is not obtained, toe adjourned meeting will 
be hrtd at Weatin tester Central Hall. Storey's Gate. London SW1H 9NH on -23 May 199L as soon as the 
Extraordinary General Meeting of Eurotunnel PL.C. commencing at 3.45pm (London time) shall have 
ended or beat adjourned, to consider and vote on toe following agenda: 

• Reports from toe Director* and the Auditors: 

• lb authorise the Board ofPtrectors to Issue notes with wa r ra n ts to certain banks which underwrote the 
provision to Eurotunnel of the credit faculties made available under the Credit Agreement dated 
4 November 1987. ouch Issue being made with waiver of shareholdera’ preferential subscription rights 
In favour of such banks: 

• 1b authorise the Board of Directors to proceed with the Issue of the notes and to fix the terms and 
conditions on which the attached warrants will be tsoied and on which shares may be subscribed on 
exercise of the warrants: 

■ lb authorise toe Board ofDlrectora to grant options to subscribe for Units to certain executive directors 
and employees of the company and other companies and entities In the Eurotunnel group: to determine 
toe terms and conditions of such option scheme and to grant authority to toe Board of Directors to 
Implement the scheme: 

• 1b amend article 28, 13° of the statute relating to the division of voting rights between usufructuaries 
and bare owners of shares: 

• Delegation of powers for toe completion of formalities. 


Instructions for sttsadanos sad voting far holder* of beam Units 

If yea Intend to attend the meetings in person orto vote by po*t o» pro^y.you must immobilise yourUnito at least5 days before the meettofp. by imtliyingthe bank or otoo- Institution through which your Units are held of 
your intention to attend and/or vote. If you hold certificates in respect of your bearer Units, the certificates themselves must be deposited for lmmobUlsation with one oT the banks listed below at least 5 days before the 
nwriing x vbu must also obtain from the relevant bank a certi fic ate evidencing such t m mobl il sflti on which. If you are attending the meeting! in person nr by proxy, vou or vour representative muat bring to the mee tings 
IZyoa Intend to attend the meettegs in peraoa. you should request an AdmlflBlon Card through the bank or other Institution through which your Units are held, if requested In sufficient time you dhoutd receive your 
Admission Can! before toe meetings, to which case please bring tt wtth you. ITyou do not you may still attend the meeting provided that your Units have been immobilised and youbringorlth you suitable evidence of your 
MiwifWy ami of toe immnbUtsaHon of tout Units. 

Kjm do not intend to attend the meetings in pexson. you may exercise your voting rights by using the combined proxy and postal voting form. 

En gih»h iwTiffnage versions of the proxy and postal voting forms and other documents, (nchidlng the full text of tbe resolutions to be put to toe meetingi ofEurohinnel SA.. sent to registered Unitholders in connection with 
the meetings may be obtained from:— National Westminster Bank PLC. Registrar's Department. PQ Bex 39. Caxton House. Aedcllfie Why. Bristol BS99 7ZF. England (by post) - The Nomura Securities Company Ltd.. 
1-9-L NtoonbashL Chuo-ku. Tbkyo. Japan - E nakflda Fbndcfcoimniaalon. Nortfondagalan 15, PO Box 16067. S - 10322 Stockholm. Sweden (available for collection). 
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INTERNATIONAL capital markets 


UK GILTS 


US MONEY AND CREDIT 


Bank’s auction allays fears of flood Bonds mark time as slide continues 
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TWO FACTORS have emerged 
to dominate the gilts market. 
The pound has become collat- 
eral damage in the war 
between the dollar and the 
D-Mark; and it appears that 
public spending is running out 
of control again when the gov- 
ernment is already committed 
to raising up to £ibn a month 
through gilts. 

AD this took place last week 
against the building suspense 
about exchange and interest 
rates at the Group of Seven 
meeting in Washington; the 
sudden angry eruptions about 
the "somewhat home-grown" 
recession by MPs of all persua- 
sions and ri gh t-whi g industrial- 
ists and company directors; 
and a highly-successful auction 
- four-and-a-haif times sub- 
scribed - of £L 2 bn of the 10 
per cent Conversion stock due 
in 1996. 

These singularly busy condi- 
tions set the tone for a week in 
which, surprisingly, the mar- 
ket rose right across the yield 
curve until late on Friday. 

Then - much In the same 
way as a Mg Middle East sell 
order drove down the pound 
the day before - a large 
domestic sale took a point off 
prices of long-dated gilts. 

The earlier springiness owed 
much to the outright success of 
tiw> Rant of England's auction, 
which defied doomsters’ pre- 
dictions that an over-ab un- 


UK gilts yields 


Restated at par (%) 


10.5 



week, the pound started 
looking vulnerable to the dol- 
lar and even hud wand Tric ke d 
in its face by the D-Mark, the 
weakling of the foreign 
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dance of new gilts would flood 
the market and depress prices. 

Instead it proved, to the 
authorities’ relief, that there 
remained an unsatisfied 
demand for gilts of up to 
£&5bn after the auction. This 
suggested that the funding pro- 
gramme for riie predicted £8bn 
public sector borrowing 
requirement (PSBR) in 1991-92 
might go more smoothly than 
officials have dared to hope. 

Although the auction eased 
tgohninwi concerns about the 
funding programme and inves- 
tors’ appetite for gilts, other 
awTiPtiBg started to build. 

Sterling's weakness has kept 
the short aid of the market an 
hold. Although talk of a ster- 
ling crisis was overdone last 


This has retarded hopes of 
interest rate cuts. Sterling last 
week slipped briefly to the bot- 
tom of its grid in the European 
exchange rate mechanism, per- 
haps causing a few grey hairs 
at the Rank of England. 

The authorities have 
announced a pause in their 
efforts to bring down rates to 
give the pound the space to 
settle after the cuts from 14 to 
12 per cent. This rules out 
more cuts for now, as sterling 
Is not looking strong enough. 

Diminishing prospects of 

cuts does, however, help the 

longer Mr Nigel Richard- 
son, of Warburg Securities, 
says: “The longer base rates 
are kept up, the better the long 
end does, as the recession gets 
deeper and the prospects for 
lower underlying inflation 
improve." 

Then there are the public 
spending worries, which are 
Just as bad for sterling and 
gDts - and never absent for 
very long from the market. 

As soon as Mr Norman 
Lamont, the cha ncellor, 
announced the PSBR forecast 
for this year, analysts started 
deriding it as too low. Even 
before the most recent shenani- 


gans over the financing of local 
government the chancellor’s 
funding arithmetic was reck- 
oned to be an the optimistic 
side. 

Sterling bond analysts 
expect higher spending on 
qnwnpIn ywMmt — likely tO tpp 

2JSm this year and other 
recession-ind u ced outlays to 
enlarge Die PSBR. 

The Treasury last week said 
the £3.5bn reserve would be 
drawn down by £64Qm to 
finance higher-pay for the 
armed forces, health service 
employees, employment train- 
ing s c he mes and child henafft- 
But its publics spending fore- 
cast at £205bn remained intact 

The actual PSBR outcome 
remains **«»- Rii^j prt of specula- 
tion. But today's research 
paper by Mr Simon Briscoe, of 
Greeriwell Montagu, says there 
will be high levels of local 
authority borrowing for the 
next three years as the govern- 
ment attempts to minimise 
individual burdens while 

fixe authorities raise spending. 

Although could 
file PSBR balloon, last week’s 
auction suggests it w ig h t not 
abode Bie gjWw market, which 
appears to be' ready for more 
stock. The tap stock of 9 per 
cent due in 2006, priced two 

points hi gher Hum ftw mar fa) ! t 

could be snapped up quickly. 

Rachel Johnson 


ECU BONDS 


Offshore freedoms bring responsibility 


DURING the first quarter of 
the year the Ecu inter national 
bond sector completed its 
transformation from a niche 
area into a flourishing offshore 
government bond market. 

However, offshore freedom 
also brings responsibilities, a 
point nude last week by the 
European Commission. The 
Commission is concerned that 
unregulated supply of Ecu 
bond issues by governments 
could lead to a glut of paper on 
the market. 

The Ecu8.?5bn of bonds 
launched in the first two weeks 
of February had a debilitating 
effect. Spain’s Eculbn issue 
last week was the first substan- 
tial deal in the sector in nearly 
two months. 

The Commission itself was 
the last big borrower to tap the 


market, raising Eculbn to 
finance a loan to Greece. The 
Commission’s concern may 
partly stem from the fact that 
its two EcuSOOm deals 
launched on February 26 were 
poorly received in a market 
awash with unplaced paper. 

However, as any watcher of 
the gilts market will testify, 
the threat of oversupp ly is not 
a unique problem. Despite its 
sometimes unruly nature, the 
Ecu bond irrarfcB* has turned In 
a creditable performance over 
tiie pest year. 

At the <*nri of 1989, 10-year 
Ecu bonds offered a yield 
spread of ISO basis points over 
comparable German govern- 
ment bands. By the end of 1990, 
the yield spread had -faTipn to 
126 haxria points aid had nar- 
rowed to about -70 basis-paints. - 


Indeed, the price perfor- 
mance of Ecu bonds has con- 
founded theoretical models 
which calculate the “correct" 
price of Ecu bonds from the 
performance of the underlying 
national bond markets. 

At the start of this year 
benchmark 10-year Ecu bands, 
such as the French govern- 
ment’s 10 per cen t Ecu-denomi- 
nated OAT maturing 2001, 
were ylelcQng 40 basis points 
less than theories suggested, 
moving to more than 70 basis 
points by mid-February. 

But since then Ecu bonds 
hare generally underperformed 
the underlying national bond 
markets — in part d ue to the 
volume of new te s tes Future 
advances may depend on the 
pace of pr ogres s towards Euro-' 
pean monetary unio n. .. . 


For mwipip, if German pro- 
posals. for. a "hardened” single 
European currency were 
accepted, the basket Ecu would 
no longer be vulnerable to 
devaluation a gain at the stren- 
y in the exchange 


rate rnp«-haniCTp the D-Mark. 

“As a result, yields on Ecu 
bonds would collapse to about 
tiie level of the lowest running 
yield in the sys te m, which is 

mn w l itl y that rvn T rrrnrt^ i nHicy 

than moving in line with a 
weighted average of Euro pe an 
bond yields,” said Mr Gevyn 
Davies and Mr Jeremy Hale of 
Goldman Sachs in a recent 
research paper. "In other 
words, the spread between Ecu 
bonds and bunds would be 
entirely eliminated.* 

. Simon London 
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Tokyo Pacific Holdings N.V. 

Curasao, Natharfandi AntBtai 


Annual General Matting of StaraftoMera 

Notice is hereby given that the Annual General Meeting of Shara- 
HokJefS ol Tokyo Pacific Holdings N.V has bean carted by the 
Manager, intimb Management Company N.V The Meeting will take 
place at John B. Gorsiraweg 6, WBIemstad. Cliragaa Netherlands 
Antilles on 21st May. 1901 at 101X1 a.m. 

The agenda and the Annual Report 1990 may be obtained from the 
offices of the Company at John B. Gorafraweg 6, WWenwtad, Curacao 
or from the Paying Agents mentioned hereunder. Shareholders will 
be admitted to the meeting on presentation ol their certi fi cates or 
of vouchers, which may be obtained on or before 14th May. 1991 from 
any of the paying agents, 

Willemstad Curacao. 29th April 1991 
tnttmta Management Company NUK 


Paying Agents 

Pierson, Hekfirfng a Pierson NX 
Rofan 55. 

1012 KK Amsterdam 

rE uro pe ann a da Banque 
21 Rue Laffitte, Parts 9 

THnkausABuiMiardt 
Kfinlngsoliee 21-23 
D4000Dusseidorf1 


fcf — af — f lilaatmlnefa! BanV M ^ 

KSDOrai IIUUuuwici DfllW n,U 
Stock Office Services 
3rd Root. 20 Old Bread Street 
London EC2N1EJ 

SaL Oppanhebiijr. A CM. 

Unter Sachsen hausen 4 

D5000Kffln 


Tokyo Pacific Holcfings (Seaboard) N.V. 

Curasao, Netherlands Antffiaa 
Annual General M e etin g of S ha ret tuhl eia 

Notice fe hereby given ttattto Annual Generd Meeting rtShare- 
holden or Tokyo Pacific Holdings (Seaboard) MV has been caked by 
the Manager. Intimls Management Company N.V. The Meeting wfll 
fafceploceat John a Gorsiraweg 6. WRtemstad. Curacao. Netherlands 
Antffieson 21st Msy.1991 st 10.00 am. 

TJw agenda and the Annual Report 1990 may be obtained from the 

offices of the Company at John B. Gorsiraweg 6. WBlemstad. Curacao 
Rsyinfl Agents mentioned hereunder. Shareholders wffl 
be admitted to the meeting on presentation of their certificates or 
of vouchers; which may be obtained on or before 14th May, 1991 from 
any of the paying agents. 

WOomgtad. Curacao, 29tfi April 1991 
intlmia Management Company NX 

Paying Agents 

Hereo n. Hehfafaig A Pierson NX NalfonaJ Westminster BaikPLC 
"0™ 55. Stock Office Services 

1012 KK Amster da m 3rd Floor 

„ _ 20 Old Breed Street 

Banque Paribas London EC2N 1EJ 

3 Run tf Antn. Parts 2 

DiflQm Rirfcm 

Banque Paribas BeWqueSJL (Luxembourg) &A. 

Boutewrd EmHeJacqmafai 162 10a Boulevard Royal 

B 1000 Bruxelles Luxembourg 


DOWN A little; up a little. Up a 
little; down a little. Investors’ 
attempts to read the ec on omic 
times continued unabated last 
week but, by the end -of the 
five trading sessions, the US 
bond market had gone pre- 
cisely nowhere. 

On Friday evening, fin: exam- 
ple, the benchmark 30-year 
Treasury bond was yielding 
&ZL per cent That was only 
slightly different from the &24 
per cent return offered by the 
same stock a week earlier. 

Such lack of progress is 
scarcely a s u rp rise . The mar- 
ket decided a fortnight ago 
that the authorities were 
unlikely to make any farther 
moves an interest rates until 
the Federal Reserve’s poUcy- 
fornring Open Market Commit- 
tee again next iwinwtih, and 
little has happened since to 
«iiafcn this conviction. 

True, Mr Alan Greenspan,' 
the Fed's chairman, testified 
before the Senate Banking 
Committee on Tuesday - but 
his remarks were opaque at 
best 

Mr Greenspan’s general 
thrust was that the economic 
iMg wan continuing , but at a 
slower rate, and the central' 
bank needed to move cau- 
tiously before trying to hasten 
the recovery with further inter- 
est rate cuts. 

Those comments also coin- 
cided with the March e te HeHoa 
on new orders for manufac- 
tured durable goods. At first 
ri g ht, these figures might have 
been read as a positive signal 
fine the bond market. 

The 6u2 per rent HpHItw over- 
all was considerably worse 
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thaw pnrwBta had feared, and 
bond prices usually rise on 
negative - and, therefore, 
anri -fnfTgrinngr y — economic 
news. 

However, in this case, closer 
inspection seemed to suggest 
that a good part of tiie decline 
was centred on aircraft and 
military h ar d w are. 

' That feet, coupied-wifh Mr 
Greenspan’s caution and pro- 
spective Treasury auctions 
Mtw in the week, limi te d the 
market’s response. The long 
bond, far instance, gained less 
than half a ' point on Tuesday, 
with its yield eliding fr n m R M 
to &26 per cent 

Indeed, In terms of hard 
data, there has been no 
unequivocal evidence on the 
economy all week. Aside from 
tiie durable goods orders, trad- 
ers rawftmlwi gi im neWS front 
ftp car impute on rece n t 
sales, and a significant 
increase In ^ .weekly 
for unemployment iMimora 
On Friday, however, the Infla- 


tion faate returned when the 
GNP implicit price deflator 
showed an abnormall y lar ge 
jump for the first quarter of 

1991. 

This statistic is designed to 
measure domestically-gener- 
ated *r ifTgHftn only. In part, the 
steep quarterly increase was 
seen as a function of a sharp 
fair in oil Import prices in the 
first three months of tiie' year, 
aWyingh the extent to which 
blame could be apportioned 
here was a matter of debate. 
That said, however, the figure 
8tiH gave rise to unease - or 
at least provided a reason for 
traders to lighten their hold- 
ings at the end of the trading 
week. 

Their concerns, moreover, 
were scarcely allayed when 
Federal Reserve Board gover- 
nor, Mr David Mullins, 
suggested tint the authorities 
needed -to see more price data 
before “we declare major vic- 
tory over inflation and say 
we’ve made major progress*. 


In fact, as good a sense as 
any of where the e conomy 
stands can probably be derived 
from the flood of company 
namings announcements. For 
the past fortnight, a luge 
chunk of corporate America 
has been unveiling its firrt- 
quarter earn i n gs, and it is 
clear that any economic 
upturn is imitative at best 

Significant sectors - such as 
the steel industry - are stiH 
highly pessimistic about the 
rest of the year, and even sane 
apparently healthy segments, 
such as food manufacturing, 
concede that their relative 
buoyancy stems largely from 
overseas operations. 

As far the week ahead, most 
attention will focus on the 
April employment report, due 
out on Friday. Analysts are 
p redic tin g that the national 
unemployment rata will rise to 
between 64 per cent and 7a 
per cent. 

If correct, that would repre- 
sent a gain of QJt to 03 « a 
percentage point on the March 
figure, and could entail a con- 
traction of perhaps as much as 
275,000 in non-farm payrolls. 

Everyone concedes that the 
unemployment trends . lag 
behind any incipient rec ove ry 
in the economy, but figures of 
this magnitude would at least 
indicate some stabilisation. 
Anything beyond these param- 
eters would be grounds for 
some excitement 

A broker's circular referred to 
last week should have been 
attributed to SLG. Warburg and 
not James CapeL 
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INTERNATIONAL CAPITAL MARKETS 


SYNDICATED LOANS 
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Banks consolidate 
position of power 
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SYNDICATED lenders have 
found themselves elevated 
from a position of subservience 
to one of power in the last 18 
months. 

There are two main explana- 
tions for the banks' current 
caution when it comes to lend- 
ing: the Bank for International 
'-.Settlements’ requirements for 
1 'capital adequacy ratios, and 
fears that some borrowers may 
not survive the recession. 

As a result, pricings have 
increased and, in some cases, 
banks have been able to negoti- 
ate tighter covenants. They are 
also keen to monitor a bor- 
rower's accounts more fre- 
quently. 

In toe past 18 months, toe 
price of corporate credit has 
doubled or in some cases tre- 
bled in terms of interest mar , 
gins, commitment fees and 
front-end fees. 

Bankers Hkp to boast that 
they now have more clout 
when it comes to requesting 
tighter financial ratios and 
more detailed covenants. For 
.‘wample, Barclays, Manufac- 
r.iirers Hanover and S-E Ban- 
ken recently arranged a three- 
year $250m term loan for VME, 
the construction machinery 
group jointly owned by Volvo 
of Sweden and Clark Equip- 
ment of the US. 

The covenant stipulated 
interest cover (profit divided 
by total interest charged) of 
1.75 times for the first year and 
2 times thereafter. 

According to one banker 
involved in the deal, had VME 
chosen to do such a deal a year 
ago, the interest cover 
requested probably would have 
been L5 thrum and 1.75 times 
respectively. The banker says 
that, in general. Interest cover 

’ EUROMARKET 
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requested now is usually in the 

range of 2-115 times. 

Another banker points out 
that gearing (the debt-to-equity 
ratio) is also scrutinised more 
closely. Whereas a year ago, 
gearing ratios of up to 150 per 
cent were acceptable, bankers 
prefer gearing of 100 to 125 per 
cent today. 

Finally, where once the 
yearly audited accounts were 
considered adequate, bankers 
now want to see half-yearly or 
even quarterly management 
accounts to check the company 
is meeting the fliranr-jai ratio 
requirements. 

Not surprisingly, companies 
tend to resist the banks' 
requests for financial cove- 
nants - to which the banks’ 
reply is simply ‘too covenants, 
no quality banks” - unless toe 
borrower is prepared to accept 
a higher pricing. 

• A handful of syndicated 
loans came to the market last 
week. Deutsche Bank is arr- 
anging a DM150m five-year 
multi-currency revolving credit 
facility for Vazde Bank, Den- 
mark’s fifth largest commercial 
hank 

The interest margin is 30 
basis points over toe London 
inter bank offered rate (Libor), 
with a commitment fee of 15 
basis points and a participation 
fee of 15 basis points for 
amounts of DM15m. The 
pricing is regarded as rather 
aggressive: one bank which 
arranged a similar financing 
for Varde Bank in recent years 
suggested that an interest mar- 
gin of 40 basis points might be 
required to attract lenders. 

• While syndication for Xnn- 
trepreneur, the bolding com- 
pany in a pubs-for-breweries 
swap between Grand Metropol- 
itan and Elders T XT,. has finally 
closed, there Is a new £160m 
two-year financing In the mar- 
ket for Inntrepreneur Estates 
(CH) pic, arranged by Citicorp, 
Barclays, S.G. Warburg and 
National Westminster. 

This is a wholly-owned sub- 
sidiary of Inntrepreneur 
Estates Limited, which is 
jointly owned by GrandMet 
and Fosters Brewing Group. 
The interest margin is 1 per- 
centage paint over Ubar and 
there are participation fees of 
30 basis points on £2Gm, 20 
basis paints on tinm and 10 
basis points on £5m. 

Sara Webb 
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Japanese equity warrants begin cautious recovery 


THE MARKET for Japanese 
equity warrants - long-dated 
options to buy shares - 
bounced back in April, when 23 
new issues of equity warrant 
bonds were launched. 

The recovery of the market 
is the latest in a series of 
resurrections over the past 
year or so. But potential sup- 
ply in the sector still outstrips 

rtftmanri, 80 market is H*»rng 

carefully monitored in an 
effort to ward off another 
collapse. 

< At the end of last year, about 
80 per cent of warrants were 
out of the money - that is, the 
exercise price of the warrant 
was lower than the share price/ 
so they were not worth con- . 
verting. Now, according to - 
Robert Fleming, 114 actively- 
traded dollar warrants are in . 
the money and 282 are out, fol- 
lowing the recovery of the Jap- 
anese stock market. 

Although new issue volume 
has picked up steadily, demand 
for paper is not even close to 
the peaks of 1989. 

Equity warrants follow 
underlying stock prices, but 
their movements are exagger- 


ated because they are highly- 
geared instruments. 

Consequently, they are most 
useful - and most dangerous 
- in volatile markets. The cur- 
rent trading range of the Japa- 
nese stock market between 
28,000 and 27,000 has put a 
damper on the secondary mar- 
ket “In a fiat market, it is 
impossible for investors to 
make the VA points bid/offer 
spread to break even,” one ana- 
lyst pointed out 

Japan's Golden Week holi- 
day t his w eek is further sti- 
fling activity. 

Meanwhile, the pattern of 
the new issues market is 
changing. Seven of this 
months’ new issues were 
denominated In a currency 
other than dollars, the usual 
sector for equity warrants. 

There are signs that war- 
rants to European currencies 
will form an increasingly 
important portion of toe mar- 
ket D-Mark and Swiss franc 
Issues nmdA Up than 9 per 

cent of the market at the end 
of 1990, but accounted for more 
than 15 per cent by the end of 
the first quarter of 199L 


Morgan Stanley Japanese 
equity warrant index 


120 


100 



Jan 


1990 


Jan 


1991 


Historically, the D-Mark sec- 
tor has been the domain of 
smaller, lesser-known compa- 
nies. Japanese investors have 
not bought such paper because 
these small issues were rather 
illiquid, but larger companies 
have started to enter the mar- 
ket, enticed by better swap 
opportunities and the chance 
to tap a fresh investor base. 

According to Robert Fleming 
research, the all-in yen cost of 
borrowing is now marginally 


cheaper in D-Marks than to 
dollars, at 3.5 per cent versus 
3.6 per cent for a four-year 
issue of 4 per cent bonds with 
warrants. There have also been 
suggestions that large issuers 
have stayed away from the dol- 
lar sector because of embar- 
rassment that their existing 
warrants to the sector were 
substantially out of the money. 

The appearance of larger 
deals, such as a DM400m issue 
for Daiwa earlier this month. 


has encouraged Japanese 
investors to become more 
active in the D-Mark sector. 
However, they are still not 
buyers of Swiss franc equity 
warrants, because that market, 
dominated by the domestic 
investor, is still quite illiquid. 

Meanwhile, marketmafeers in 
dollar warrants based to Lon- 
don, which provides much of 
the market’s liquidity, are 
starting to make markets in 
D-Mark warrants as well. 

More importantly, it is 
expected that D-Mark warrants 
will soon be traded on the bro- 
ker-broker market in Japan, 
which would encourage greater 
participation by Japanese 
investors. Issues of more than 
DM2 00m are expected to be 
traded. 

The growth of the Ecu bond 
market this year has increased 
the prospect of Ecu-denoml- 
nated warrants. But the rela- 
tively high cost of funds for 
borrowers remains a barrier. 
The Ecu/yen swap market is 
less liquid than either the 
D-Mark/yen market, as well as 
the dollar/yen market 

Further, the Swiss franc and 


D-Mark sectors were supported 
at the outset by domestic buy- 
ing, while there is no obvious 
investor base for Ecu warrants. 

The lack of a domestic inves- 
tor base may also slow develop- 
ment of a market in French 
franc equity warrants. The 
first such deal, a FFribn offer- 
tog for Yamanouchi Pharma- 
ceutical, was launched at the 
ho ginning of April, and opened 
at a three-point premium to its 
par issue price. 

Japanese securities bouses 
are keen to nurture demand for 
their lucrative equity warrant 
business. The YSObn equiva- 
lent limi t on the size of new 
issues has been in force for a 
year and is likely to remain. 

However, toe market may 
face a further threat to the 
form of supply from another 
source. The Japanese equity 
market, which has been closed 
to new issues for a year, may 
reopen in June or July. The 
reopening of this market “may 
take some of the money out of 
the equity warrant market,” 
said one Japanese banker. 

Tracy Corrigan 


NEW INTERNATIONAL BOND ISSUES 


Amount 


Av. Ufa 

Coupon 


Book runner 

Offer yield 




Av. life 

Coupon 



Offer yield 

Borrowers 

m. 

Maturity 

years 

% 

Pries 


% 

Borrowers 

m. 

Maturity 

years 

•A 

Price 



US DOLLARS 








D-MARKS 









Sumitomo Metal Mining(b)*t 
Taihei Kogyo Co.(a)*t 
P.T. Inti r rayon Utama(c)§t 
Unitfka Co.* 

Credit Local do France? 

LKB Baden-Wberg-Rn NVt 
Sfcoohentfdttt 
Compagnle Baneairet 
WR Grace & Co.Q)S 
UnyCo.(bJ*t 
Kaneaflis-Osake-PankWt 

Nat Westminster Btypjt 

Chubb Capital CorpfaJS 
STERLING 


300 

1996 

5 

4*2 

100 

Daiwa Europe 

4300 

Mitsubishi Electric CorpfkPt 

300 

1995 

4 

4 

100 

Daiwa Europe GmbH 

100 

1895 

4 

4 

100 

Daiwa Europe 

4.000 

Mitsubishi Electric Carpfkpt 

200 

1998 

7 

sh 

100 

Deutsche Bank 

80 

2006 

15 

7 

100 

CSFB 

7X00 

Merrill Lynch & Catnc-t 

150 

1994 

3 

8*4 

101.45 

Merrill Lynch Bk AG 

110 

1995 

4 

4 

100 

Nomura Int 

4.000 

BP America lnc.(g)t 

125 

1996 

7 

zero 

5735 

Citibank AG 

200 

1884 

3 

7* 

101.0375 J P Morgan Secs. 

7.352 

Japan Bridge Co.(q)4t 

55 

1895 

4 

4 

100 

Yamelchi InLGmbH 

200 

1994 

3 

7* 

100.9475 Nomura Int 

7.388 

Marinin Transport !)♦) 

45 

1995 

4 

4 

100 

Nlkko Secs.GmbH 

100 

1894 

3 

(d) 

10030 

Salomon Bros. 

- 

Sakata Inx CorpO 

70 

1995 

4 

4 

100 

Yamaktii InLGmbH 


250 

150 

150 

200 

750 

250 


1994 

1995 
1995 
2001 
1998 


3 
15 

4 
4 
10 
7 


8* 

zero 

4 

8*2 

9*4 

6 


4.000 

5.500 

8680 

8.133 

4.000 

4.000 

4.000 


101.275 

30.832 

100 

101.47 

100 

100 


CSFB 
Merrill Lynch Int 
Nomura Int 
CSFB 

Goldman Sacha 
Morgan Stanley bit 


7.757 

8.160 

4.000 

8.054 

9.750 

6400 


SWISS FRANCS 


CheTham a Glouceatarje)# 
Agricultural Mtge.Corpf 
Daimler-Benz LTKt 

ECUs 

125 

100 

100 

1995. 

1996 

1988 

4 

5 
5 

JR 

10* 

100 

99.62 

100.85 

UBS Phillips & Drew 
SG Warburg Sacs. 
Deutsche Bk Cap.Mkts. 

11.479 

10523 

The Kingdom oF Spaint 

Ibn 

1996 

5 

9 

99.70 

Banes to 

9.077 

EJB(h)t 

300 

1999 

8 

9 

101.755 

Nomura InL 

8.687 

EDFpntf 

74.053 

2001 

10 

10*2 

107m 

Paribas Capital Mkts. 

9L255 

CANADIAN DOLLARS 

Merrill Lynch & Co.lnat 

100 

1996 

5 

10* 

101375 

Merrill Lynch Int 

10561 

Eksporthnans A/Sf 

150 

1996 

5 

10* 

101.745 

Wood Gundy 

9.792 

KFW International Rn.(n)t 

100 

2001 

8888 

10 

99-575 

Merrill Lynch InL 

10059 

AUSTRAUAN DOLLARS 

State Etec.Conim.Vtetoriat 

125 

2001 

10 

12* 

101* 

Hambroa Bank 

12550 

FRENCH FRANCS 

Bollors Technoloflles(fJ§t 

300 

1999 

7h 

7 

100 

Lazard Freres 

B 99 

BqaNattonale de Parist 

1.5bn 

1996 

5 

9* 

101.44 

Bque.Natfanale de Paris 

9.005 

Deutsche Bank Rn3JVf 

Ibn 

2001 

10 

9* 

101.005 

Bcue-Nationale de Paris 

9.083 

Credit Nattonal(o)f 

— : : -V- 

ibn 

1094 

* . * 

3 

9* . 

.100*775 CCF 

8.904 


Deutsche Bk Finance NV^rkl 
Japan Systems(l)tF*fi 
Tlroler FemgasA-At 
Hydro OuabeeAAt 

LIRE 

100 

70 

40 

ISO 

1096 

1995 

1996 
2001 

- 

8* 

4* 

8* 

8* 

102 

100 

102 

101* 

Deutsche Bk (Suisse) 
Daiwa (Switzerland) 
Swiss Volksbank 
UBS 

6.272 

4.294 

6.395 

6.576 

Cr.Suisse Fln.Gibraltarf 

150bn 

1996 

5 

1220 

101% 

Banco dl Napoli 

11684 

YEN 

Marubeni America Corpt 

lObn 

1996 

5 

75 

101. 1875 Nomura InL 

7.010 

Elkraft Power(r)t 

13bn 

2001 

10 

6.8 

95 

Nomura Secs. 

7323 

LUXEMBOURG FRANCS 

KansatUB Osake-Pankfcft 

750 

1996 

7 

9* 

102* 

BGL 

8.B30 

Locabei lnLBV**t 

500 

1996 

5 

9* 

101* 

Credit European 

8.926 

Credito Romagnolo**t 

ibn 

1996 

5 

9* 

101.95 

Cregem InL 

8.999 

M£Pi NVt 

500 

1996 

5 

9* 

101.85 

Credit European 

8.901 


AA l M ww ptanmem. Kammtnjto. «Wfih uqufiy warrants, moating rats not*. +Vtotabta nua now, (final terras, a) Exardaa premium n«a at 
23116 Ngn-caDWMe. bj Exorcise prom turn fixed at 23%. Non-oaflabto. c) Conversion premium Bxad at 678%. CafiaMo from May 1804 el 102% 
dacUntag 1% par annum irtfi 100% fai 1888. d) Coupon pays 2Sbp over 3-maiub Ubar. Non-coBaO(o. 0 ) Coupon pays is>p over 3-month Libor 
Minimum internal rata of 5%. NotvcaJIabia. f) Redeemable hi 3 equal trancbaa In 1887. USS and 1888 al 110%. Conversion premium fixed at 
10%. 8) Implied yield at Issue - 8.13258%. NorvcaBebie. h) Fungfbie with existing E cu 338 m deal (tom 8181. Mon-caHnMs. q Put option on 30IW83 
at 107% Bo yield 7.QZ7%. Coupon payaMa aaml-annually. J) Puttsbla tn year 5 si 48.838% snd year 10 at 87-667%. No caB tor first 2 years *ub)aci 
to 190% into. Own c a lls h t« at aaratod ratoo. theteaKar. fc) Exardaa premium fixed at 237%. NotvcHabto- It Exoidao premium fixed at 238%. 
Non-cat labtn. tn) Fungible wttfi existing Eeu40&l42m daaL NoocadlaMa. n) fungible with exieitng CS200m deoL NoncallBbla. o) Fungible with 
axbthig FFribn deal. Non-col InbJo. p) Yankee eitoordlnatod Issue. Noncaflable. q) Exatdae premium fixed at 230%. Noncallable. r) Samurai 
dual-currency Issue. Coupon payable to Australian dollars. Non-caBabto. a) Non-caltobra lor 9 years. Conwataton pramkan fixed at 34.4%. Note; 
Ytokto are calculated on A1BO basis. 


»» - 


This announcement appears as a matter of record only 


April mi 



Nordic Investment Bank 

Lit. 150,000,000,000 
12.375 per cent. Notes due 1996 

Issue Price 101.70 per cent. 
Istituto Ban carlo San Paolo di Torino 


Bartca Commerdale Italians 
Banca Nazionale del Lavoro 
Banco di Roma 
Credit Lyonnais 
IMI Bank (Lux) S.A. 

Salomon Brothers International limited 
UBS Phillips & Drew Securities limited 

Unibank 


Banca d 'America e dTtaKa 
(Deutsche Bank Group) 

Bank Brussel Lambert N-V. 


Banque Generate du Luxembourg; S.A. 
Compagnie Monegasque de Banque 
Credit Suisse First Boston Italia S.p-A. 
Generate Bank 

Kredietbank International Group 
Monte dei Paschi di Sterna 
NatWest Capital Markets Limited 
Rasfin 

SfNPiOID ============= 


Banca Euromobiliare 
Banco di Napoli 
Caisse des Depots et Consignations 
Credito Italiano 
Morgan Stanley International 
Swiss Bank Corporation 
Westdeutsche Landesbank 

Glrozen trade 

Banco Bilbao Vizcaya, S.A. 
Bankers Trust International Limited 
Cassa di Kisparmio delle Provinde Lombarde 
Cr&St Commercial de France 
Den Danske Bank 
Italian International Bank pic 
Samuel Montagu & Co. limited 
J-P. Morgan Securities Ltd. 
Nomura International 
Swiss Caxrtobank Securities Limited 
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Figures bi parentheses 
show number of lines 
of stock 


Australia (74) 

Austria (19) 

Belgium (60 
Canada (lit 
Denmark (31) 

Finland (21)... 

France (112).. 

Germany (88) 

Hong Kong (48) 

Ireland (16) 

Italy (91)— — - 

Japan I4S2) 

Malaysia (33) 

Mexico (12) 

Ne trier! and (40)—. .. 

New Zealand (14) — 

Norway (30)— 

Singapore (25)~ 

South Africa (80) 

Spain (41) 

Sweden (27)— ........... 

Switzerland (65) 

United Kingdom (295) — 
USA (524)— 


US % dig Pnmd Local Local % 

Dollar (S) sines Sterling Yen DM Currency chg from 

Index 31/12/90 Index Index Index Index 31/12/90 


Europe (838) 135.65 +0.8 119.29 118.46 123.74 121.48 +18.4 189 13889 119.80 119.41 12434 122.00 15142 12150 138.82 

Nortflc (109) 17128 +2.7 15140 150.45 167.15 152.11 +108 2.12 17155 15188 151 .39 15783 15243 200.81 15546 187.08 

Pacific Basin (646) 13123 +11.4 121.55 120.71 126.09 121.18 +131 1.05 13717 120.49 120.10 125.05 12018 14512 11718 134,46 

Euro- Pacific (15821 137.51 +18 120.92 120.07 125.42 122.16 +14.5 121 137.89 12Q41 12110 125.05 12102 14746 12149 135.08 

North America (640) 152.69 +14.8 134.27 13136 139.30 161.14 +14.7 3.1B 15180 133.73 13311 13811 151.28 157 j04 12191 1324S 

Europe Ex. UK (641) 116.21 +09 102.19 10190 106.03 10690 +118 118 11797 102.63 10291 10153 10178 12990 10185 132.48 

Pacffic Ex. JapanM94) u .. 141.88 +229 124.69 123.74 12125 12153 +212 4.88 139.74 12210 12152 12194 12442 141.68 111.40 124.18 

World Ex. US (1770) 13167 + 74 121.94 121.11 12149 12249 +144 248 13186 12143 121.14 12113 122J8 148.16 12242 13644 

World Ex. UK (1999) 14049 +11.1 123.37 122.52 1Z7.88 13057 +14,6 133 14042 12181 12141 127/6 13046 145.77 12106 13137 

World Ex. SO. Af. (2234),. 14242 +19 126.15 124.30 129.83 13146 +14.7 158 14148 124.70 124.30 129.42 13142 148.86 12198 133 JO 

World Ex. Japan (1842)— 14643 +9.7 12844 12108 133.77 13947 +118 151 147.11 12175 12134 13183 13940 15183 12169 134.62 


The World Index (2294)... 14170 +8.9 125.49 124.62 130.18 13159 +14.7 


Base values: Dec 31, 1986 = 100; Roland; Dec 31. 1987 = 115.037 (US $ Index). 90.791 (Pound Sterling) and 9444 (Local); Nordic: Dec 30, 1988 = 139.65 
(US S Index), 114.45 (Pound Sterling) and 12122 (Local). 

Copyright, The Financial Times Limited. Goldman. Sachs & Co. and County NatWast Securities Limited. 1987 
CemtRuent change wHh eBect 2914/91: Addition: Greencore (Ireland). Danish market dosed April 21 


544 14243 12447 124.16 12948 121.93 145.04 11174 12749 

1.45 199.78 174.85 17448 181.45 18247 22247 167.00 25448 

4.94 13190 119.81 119/1 12444 121.70 15140 121.73 14146 

3/2 13199 12144 12143 12123 11549 141.10 128/S 13047 

1.60 23049 20144 20198 20945 20132 27046 217.74 24443 

158 111.04 97.18 9647 10045 9540 12115 9041 130.18 

156 131% 11128 115.88 12168 12175 15126 12145 18342 

127 109.58 9541 9160 9943 9943 12545 10143 12845 

448 14748 129.43 129.00 13442 14103 15176 119.62 123/8 

341 15190 13144 13199 14149 14347 16148 13188 18150 

341 7841 6844 6841 7T.12 7648 8123 7105 100/2 

0.71 137.42 120-27 11947 12442 11947 14847 11845 13545 

3.03 23444 20101 20443 21175 24199 247.78 19183 20748 

043 914.96 800.78 79114 831.03 300112 83143 534/5 40747 

441 13192 121.58 121.18 12117 12448 14173 12170 13110 

7.58 49.38 4341 4107 4485 4485 5131 41.18 6048 

1.76 187.59 16418 16184 17048 17195 22124 18244 21947 

102 201.72 176.54 17166 18341 18123 20845 151.63 18145 

3.78 205.95 18045 17945 187.05 15041 20154 17340 175.02 

450 15448 18541 134.77 14042 12111 171.12 13141 15144 

166 17845 15109 15548 16149 184/9 204.12 14180 18640 

148 9149 8045 8049 8402 8404 10047 8117 91.03 

482 189.11 14101 14741 15349 14841 107/4 15127 14044 

3.17 15180 134.61 134.17 139.70 15180 15824 12195 13111 


189 14186 12103 12463 129.77 13155 14101 12128 13195 


Eketkf IbM Genwel Nom dm 1S» 

Id M wnwlinie with tbs Man ul to m Rionj e t tbs Nous, notice b hnXqr jhca tbat ibc • 

Rate of Im a m for tbs burnt Faded 22ad April 1991 la ZM October 1991 he* been 
ft»*d at 6.13623% V** mama. Tteanereft payable on the nkvoK lateral Payment Due. 
22nd Ooober 1991 «H be USS7X23J7 pa USBSOflM Nona, (htcmt os the note* b 
subject to a mmlnma Iwat RoboTS per can par laaiiaa). 

BANQUE NATJONALE DE PARIS pic. 

RofiviKO ApM 


jJ Consultancy Services 

Currencies & Interest Rates. Stockmarkets 
■g & Commodities 

o Contact Axme Whitby at Chart Analysis Ltd 

FMBRA T«L 071-734 7174 Faac 071/39 <496€ 
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NEW BULL MARKET 
IN STOCKS? 

CALL FOR OUR 
CURRENT VIEWS 



T.C.H. Investments N.V. 

NOTICE IS HEREBY GIVEN to holders of 
BEARER Curacao Depositary receipts each 
representing one-tenth of one class A share of 
T.CJ-f. Investments N.V. that the Annual General 
Meeting of Shareholders of T.C.H. Investments 
N.V. will be held at 6, John B. Gorslraweg, 
Willemstad, Curacao on May 21, 1991 at 15.00 
pjn. The agenda for the meeting and the Annual 
report 1990 are available for holders of 
“ Depositary Receipts at the office of Pierson, 
Heldring & Pierson N.V., Rokin 55, 1012 KK 
Amsterdam, where vouchers for entry to the 
meeting may be obtained against delivery on or 
before 14th May, 1991 of Depositary Receipts 
and proxies to vote may be obtained for each 10 
Depositary Recaps. 

CARIBBEAN MANAGEMENT COMPANY MV 
WiKomslad, Curacao 
Apri»29. 1991 




























































































































































































































• For Latest Share Prices on any telephone ring direct-0638 43 + four digit code 
(listed below). Calls charged at 45p per minute peak and 34p off peak, ine VAT 
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:Q0 pm prices April 26 


NEW YORK STOCK EXCHANGE COMPOSITE 


ran pi sta ctoM 

Mgh Law Buck D*r. YfcL E lOBe Man LewQuaU I 

■5*1 9% AAR Corn 0-48 QJM 12 7B3 T3% 13V 13% 

2B%21%ALLaBSA 0. 160 01 31 290 28$ Mb 28% 
54% 40% AMP Inc 1.440X3 lfl>376 £2% Gib Gib 

55% 44% AMR 184213 84 53% 83% 

2% 1% AW 3 S3 9% 2% 2% 

48% 41 % ASA 3.000.07 13 T72 43 44% 44% 


1991 

HM Law Stock Dtv. KHL E 1008 Mgh LawOMo 
48% 40% Brit OM 4Q 77 41% 41% 41% 

77% 83% BP AOfl 498088 10 040 70% 70% 70% 

31% 20% OP Proton iL480.11 B T0Ou31% 31% 31% 
-il 8% S%BPWU» 884 3% 8% S% 

+% 37% 21 Bril SUM 4 188 22% 22% 22% 

+%! 88 31% Bril TOI 14 910 82 81 % 81 % 

12% 4% Broad Inc 0200X2 flSG84 12 11% 11% 

30 SSBrMnPfd 3 9b 28% 28% 

-% 28% 97 Brooklyn U ISO 007 12 186 28% 27% 28 

28 21% Brawn Qlp 1.000X0 13 114 23 24% 24% 

+% 12% 8% Bmnt&Shfp 3 10 10% 10% W% 

-% 29% 20% Browning F 008002 1B1747 38% 38% 28% 
+■% 4% 2% BflT 1 18 3% 3% 3% 

13% 8% BrunawtOk 044003 17 731 13% 13% 13% 

19% 14% Bnwlt Wall 0720.04 17 423 17% 17% 17% 

27% 23% Buckaya Pi 080010 9 85 » 28% 28 

13% 19 Banker HH 1840.11 0 9 14% M% 14% 

13% 10% Burger K 1 1.68012 11 27 13% 13% 13% 

12% 8% Bun QMH W 36 11% 11% 11% 

33% 23% Bui North 120004 101934 30% 29% 30 

38% 32% Burtn Hoae 0.70 002 252392 38% 87% 83 

15% 11% Burnham PC 12800992 18 15% 18% W% 

2% % Bualnaaalii 1 SOS 3 1% 3 


54% 40% AMP Inc 1,440X3 iSi37G G2% 
BS% 44% AMR 184213 84 

2% 1%ARX 3 S3 2% 

48% 41% ASA 3.000.07 13 172 43 

54 39% Abbott Latt 1.00002 232090 31% 
13% 8% AbMbi Pr 0 GO (MM 38 80 13% 
11% 10% ACM OM In 383 u11% 

0% 8%ACUQvOK> 178 U0% 

9% 8%ACUGM5p 14)1 Oil 3SS uS% 

11 SbKHOnSll 314 10% 

8% 7% ACM Mon 488 u8% 


60% 91% 
13% «% 
11 % 11 % 
8 % 8 % 
9 8 % 
10 % 10 % 


. _ 488 u8% 8 0% 

12% 1 1 % ACM Momgd 1Mu13% 12% 13% 

7%- 4%Md»CMM 0.4000016 7 E% 6b 8% 

6 4% Acme Elect 18 4 8 4% 4% 

40 22% Acuson 24 501 33% 33 33% 

17% 14% Adam Etpr 048003 0 S3 17% 17 17% 

20% 18% Adabal2PI i 140012 6 18% 19b 18% 

9% 7 Adobe Rh 21 38 9% 8 8 

3S% 18 Ad Mere 357 32 % 32 32 

14m 4% Ad Itaro P 300024 137783 12% 12 12% 

5% 2% Adwnt Qi« 013004 S 296 4 3% 4 

49% 33% Aetna U * 078008 72347 45% 43% <4 

10% 8% A81I A 034003 34 3B4 8% 8% 8% 


ZB* WiMB 

9% 7 Ado 

3S% 18 Ad . 

14m 4% Ad I 


12 12% 
3% 4 


12 Ah maroon 088005 81333 17% 


44 -4% 
8 % 


10% 18% 
1 % 3 


3% Aflean Uw 


10 308 8% 8% S% 

H87S 63% 81% BZ% 


I Abbne Frt 030001 13 048 22% 22% 22 


18% 12% Almas Inc 18 30 Mb 15% 1G% -% 

15% lOAMwu 220017 8 19 13% 13 13% 4%' 

B?b 88% AlaPwOlfi H00 82 K 88b -4b 

24& 21% AlaPwPiA 88 34 34 34 

103 1QDAIBPW9 44 zlOOuUMb 104% 103 

108TiM'2 Alab PW IT 2 108b «33% MS% *4% 

100 % SBMobPwW ZlOO mb 90% 100% +% 

93% 88 Alab 8-26C 2 81 SO 80 

10% 9% AlaPwOpPI 8 10% 8% 10% +% 

35% 17% Alaska Ab 020001138 323 32% 29% 

16% 10 Albany Im 0X50.0260 40 M 13% 

34% rsAICulvr B 0 - 220 X 1 18 332 25% 36% 


- C “ 

22% IS C 8 S/Sovr 1-580X8 S01B34 20% 18% 20% 

80% 38% C8I Ind 0000-01 23 483 48% 47% 48% 

188% 150% CSS IM 120001206 284 182 181181% 

accxine o s a a % 

% CF Ik U tt i 010008 5 82 u2% 2% 2% 


33 28% CMS Eiwrgy 048002 41083 28 
aah 69% CNA FM 16 118 80; 


13% 14 +% 

34% ZSAICutvr B 0.22 0X1 19 332 96% 35% 25% +% 

24% 16% AlCUvr A 0220.01 143427 18% 18% 18% 4% 

51% 32% Albertsons 0560.01 27 BSD 48% 47% 48% 4% 

23% 15% Alcan Aka 1.19005 I314B0 71% 20% 21 ->1 

3S& 28AICO stand 0X00X3 12 483 31 99% 30% +L 

27b 20% Amur Alan 101883 93% 23 23 -% 

30% 10% Aleaondara 09 8 36 20% 26% -% 

28% 91% AHaoh Lud 088003 121571 28% 26% 2S% -% 

39% 3S Allagh Pow 3.16008 (1 478 38% 38% 38% +% 

20 10% Altai Op x IS Mb 18% 10% 

16% ■% Allan Con 17 328 12% 12b 13% 

23% 16% Allergan 101483 22% 22% 22% 

24 U 16% Allnca Cap 1.78008 19 206 23% 22% 23 

13% 0% Alima 01 637 11% 11 11% 

23% 18% All If Bk 71 u25% 22% 23 

31% 25% Afld Stg 1X00.00 8 791 29% 28% 29% 

9m 0% AWMutlTr 071007 773 9% 9% 9% 

8% AWHncOp 078008 132 9% 9% 8% 

9% 8% AlstMnlnc 49 U9% 9% 9% 

9J» 0% AhilMnmc 0.72008 138 U9% 9% 9% 

43 31% Antal Crp 1^40 0.04 M 5BS 40% 39% $3% 

70% 53% Alcoa 1.800.02 232821 80 «M% 67 

9% 8% AmGavtne 93 9% 9% 9% 

27% 20% Amu 0X0 0.03 92513 25% 28% 26% 

15% 11% AflMU OoU 00000128 98 12% 12% 12% 

iL V Amina Cn 0 104 X a H 

11k 8 Amen-S 5d 048004 a 24 10? 10% 10% 

54% 42% Amanda to 0.60001 8 039 53% 62% 63% 

% £ AroOurm Crp 0 608 i k fi 

10% 10 Ant Ad) R 28 10% 10% 10% 

21% 10% Am Borrkk 01000141 083 19% 18% 19 


72 CPC mo 
27% CPI COTp 
29% CSX 


24% 16% AUncs Cap 1.78008 19 206 23% 22? 
13% 9% AUne* 01 637 11% 1 


IS ITS 86% 
JLS0QX2 172968 05% 
OS8O03 15 48 33 

1X00.03 111717 41 

0.78004 14 2 21% 


18% CT3 Carp 0.78004 14 2 21% 

!M% Cables Wire 47 308 27% 


ft -a 
ft ft 


23% 18% AB Ir Bk 

31% 25% Afld Stg 

9m 8% AlMMunTr 071 0X7 
0% 8% AUHncOp 078008 
9% 8% AlstMnlnc 


70% 53% Alcoa 
9% 8% AmOmtnc 
27% 20% Amu 


31% 29% Am Br£75 7 at* a»w aim -m | m% 27% Canter Cm 068002 63 428 36 34% 34. 

Brand* nSJnSS 12*55 ' H *| 18% W% CantsrtOTK 1 JO 008 10 S7T 18 17% 17' 


7 31% 31% 31% -% 


dd 25b Cabletron 28 40 39% 38% 98 

35% 26% Cabot Corp 1.66083 18 287 38 34% 34% 

18% 13% CatM O&O 0-120J7I 24 121 18% 16% 16% 

22% 12% caaaara m 12 828 20 19% 19% 

2% 2% CM Rod E 8 2 2% 2% 2% 

0% 3% Cotta] Inc 0 - 120.02 0 333 7 0% 0% 

S 5% Canitn Mbt 23 14 7% r% 7% 

TOCaOmal Co 001003 21 116 24% 23 X 23% 

1% % CaBon Inc 1 190 Una 

07% 64% Campbell S 1.18001 272302 83% 79% 83% 
1 VCompblRs 8 280 £ £ £ 

20 10 % Can Poe 092006181881 18% 18% 18% 
603% 40fl Cap Ottos 03)0-00 17 209 483% 470 400 

52% 34% cap Wdg 120002 8 370 61% 50% 50% 
18% 11% CapaM 1 -B 561116% 18 la 

19% 13% CapaM Uga 2X00.12 8 53 10% 18% 19% 

2% % Carsercom 6 21 % H % 

1 38% 29% Carilota L24O0412 51 34% 34% 84% 
10% 0% Carafeo PC 14 53 7% 7 7% 

17% 12% Cwtlkw Fr* O0OOJO448 94 17 18% 17 

49 43% Carom# Pw 004 0-06 15 572 43% 47% 40% 

54% 43% Carpantar 2.400.00 12 106 40% 47% 48% 
4 1% Carur Haw 4 104 2 1% i% 

67% 62% CartacWM 092001 18 108 00 85% 85% 

20% 18% caseda N a iroaor ia is 19% 19% 19% 

37% 20CaatMCao 020001 17 894 36% 55% 36% 

07% 42% CMsrplUr a 1 JO 0-02 23 064 47 % 47 47% 

S - »| 9% 0% COi Carp 14 18 8% 8% 8% 

4 . 1 . »% 13% Cadar Pair 1JSOM 9 30 16% 15% 16% 

■v + *s I aa ntMiiiritmi iJKnm nna un 24 22^> 


0,3 » g 

00412 51 34% 34% 34% 


22 CllHudCGPf 1 - 060-08 ZlOO 024 


Am fUd H 0.94003 13 138 


36% 18% Am Bga M 094004 13 4 u2fi% 28% 28% -% 
8% 6% An Cm be I 084012 403 u6% 6% 0% +% 

10% 16% Am Cap Bd 32 63u18% 18% 18% -% 

ta% 18% An Cap CV 4 0 14 18 17% 18 


28 Canton Crp 040001 0 33 ■ 


» 39% 

25% 22% Cafdr Hdaii 1J40XT7 10 15 24% 24% 24% 

40% 34% Comr LOW > 2-08 0-07 TO SB 40% 40% 40% 

T9% 10% Cortr Main 1.66000 10 401 18% 18 M% 

21 % 10 m Cantr Nmp 040002 17 60 19% 19 19% 

27% 2SbCa«r Vrmt* 2M0M 11 104 28% 26% 28% 
47 41% COntr&SW 202008 121039 40% 49% 48% 


ED 48b Am Cywnd 1.60 002 461305 68% 
30% 20% Am B Poor 2.40006 111078 29% 
30% 10% Ant Eranaa 092004 787848 26% 
57 17% Am FamOy 038001 17 628 25% 
41% 28 Am God Co 2.00 0.05 83791 39 

8 7% Am Qowl Hi 239 U8 

29% 22% Am H«h Pr 047 0.00 14 683 29% 
27% 20 Am Horltga 1.02 OM 12 27u27% 


57% 38% 
29% 20 % 
25% 26% 
25 25% 


47 41% Centr&SW 202008 121039 40? 


_ 40% An Haas Rr 200004 142900 39% 88 % 88 % 

3b 2 % Am HotSM 20 10 U3% 3b 3% 

HE 72 Am Ini Gr 044000 T316SB 93% 91% 93% 

1% 1 Am inbnl 1 102 1 % 

11 ■% Am Ml PI 602 10 % 

ltf% 9%Am0pplu 90 10 

26% 15% Am Praadt 000002 7 764 u 2 &% 

10 % 7% Am Aral El 2.00022 7 40 9 

3% 1 % Am Sav Bk 28 2% 

2% % Am Sv Bk 020011 0 73 1 % 

4% 1%AwShipBd 2 15 2% 

92% 64 Am SUraa 1.12001 16 355 88 % 


B2 10% 10% 
90 10 9% 

64u2&% 25% 
40 9 8% 

28 2% 2% 


29% AT 8 T 
13b Am Mb* 5% 


1J20QS14ua] 38% 37? 

ZMOuiab 15? 


27% +% 

ft 

ft ft 
10% -% 
10 

25% 4% 

if* 

38 +% 


32% 27% Cantury T 1 043001 29 388 30% 29 
30% 24% Champion 020001172723 27% 28- 
9% 5% Chaparral 020002 11 9 7% 7 
11 % 8 % Chart Ha* 11 505 9% 9 

49% aoChaaaknOS 3 48% 48 


37% 25% CtMSSkl PIP 088010 47 97b 57b 37 

20% 10% Ckaaahltahx 1JSI 006 421629 18% 18% W 

3% 1% Chaua* B 19 32 2% 2% 2. 

37% 25% Cham Bk PI 400011 23u37% 37 

8 4% Cham BK C 087011 0 477 u8 7% 7 

41b 2B% ChamBKAd] 4J80.11 200 042 41% 41 

1 % 1 Chao Bigg B 518 u1% 1% 1! 

23% 17% Chamad 12000917 28 21% 21% 2T 


18 18% 
19 19% 
26% 28% 
48% 40% 
29% 30% 
20% 20% 
7% 

9% 9% 

48% 48% 
37% 37% 
U% 18% 
2 % 2 % 
37 37 


■st 

222 14% 
07Z 33% 
33 >4% 
40 W% 
27 9% 


2L20 

008 10 714 
8 

1X0 

056 

080 

19 9 
0X4131788 
18 10 
0X1 85 133 
0 M2 
00212 278 
247 

6X0 

an 8 43 

an 

ax? 

0X811 27 

oxo 

1.40 




rilP.: 

rv>in 




Ekeo a 

turn 


EM 

ten 

16 



22% 10% Cham Bkg 1JOOOB 12 749 20 
20 18b Chan WM 018001241898 19? 


00% 68% Chovnon 
139% 124% CMC MM 25 3 137 138b 

79 74b Chic Ml PI 33 78 77% 

22% UChOa Fund 168 21% 20% 

41% 20b CMOs Inc 30 7(3 40% 39b 

40% 29% CMqiliU B 040001182360 40% 40% 
8% 4% Chock Fid 15 108 8 7% 

31% 2ZCIu1aCnd 11 172 29% 29% 


20% 15% Am (tab x 088004 10 137 30% 
89% 62% Amaritadt 3.40006131078 64b 
47% 36% Aaarai be > 1J8O02 12 41 40% 
3 b Amoa Dt St 0 927 2% 

13% 8% Amo IM Inc 084008 14 248 12% 


83% 84% 
30% 30% 
1% 2 


■vs 


A 072004 20 67 18% 18% 
3.30004121817 77% 78% 


21% 21% 
2D% 20% 
W% 1»b 


I j I um iii if , . ' ft nrtrffM 

■■■■ ■ i 


137 138% 138% 
78 77% 78 


78 

a? 3 

•> jS 


10% &% a*mv Sac x 105010 0 81 U10% 
te 47 Amoco 020004133383 53% 

6 AinpaoPW 03000419 32 8% 

5% 2% Amrs Inc 012002 6 108 5% 
2B% 18% Atnaoidh 1X40.05 8 42 27% 
4% 1% Anacomp 34 615 3% 

29% 24 Anadarko 03000126 714 27% 


S 3 
•St "A 

27% 27% 


37% 15% ChrMUna 13 182 28? 

. . 16% 10 % Chryalar 080004 463483 13? 

73% 50 Chubb Carp 1X8002121317 68 ? 

1 % % Chyron 1 74 j 

,, 66 % 38 Cigna Carp 30400610 900 S 

12 8 % 4Ckna H I « 283 id? 

l2 35 31 CBcorp Hi 2X800712 21 34? 


12% 6b Analog Do* 49 392 10% 10% 10% 

39% 29% AnaaBca 088002 18 19 38% 38% 38% 

54% 39% AidtarBach 1-000-02 172441 51% 51% 51% 

28% 25% ANR PpaPt 3 28 26 20 

30% 16% And^apt . . 18 271 33% 32% 32% 


28% 25% ANR PpaPt 3 26 28 20 

38% 15% ArtBrnm . . 18 271 33% 32% 32% 

9% 0% Anthony Iri .0X400531 13 B% 9% 9% 

39% 29% Aon Corp 12000410 295 38% 38% 38% 
1% 12 Apaeb* Op 02800318 604 14 13% 13% 

6 11% ApwUmFi 094008 237 11% 11% 11% 

91% 68% ApmlP«P1. ZlOO 91 91 89% 

T3 7% Appid Mag' 18 204 11% 11 11% 

24% 19% ArcharOan 010080 155108 23% 22% 23% 
44% 33% Alt» Chomi 2-500.00 12 182 41% 40% 40% 
7%' 4% Arc Aiaafc 9 320 7% 8% 7 

20% 17% AHdB 1.08000 183498 U% 18% 18% 
40% 37% ArMa PI- - 24 30% 38b 88% 

15% 11% Arlda Eapl 020002011271 12% 11% 12% 


10 % +% 
IS -k 


51 S1% — 1% 
>% 8 % +% 
lb 34% -2 

64 54 +% 

dO 102 420b 







F- 

as 

aMa 


1 Crp 


eta 

Sbtt 

jm 

sn 

k* i 
Iona 

Ca 

oft" 


35 Sicncorpm 2X800712 21 34% 34% 34% 

84% 80% dnOB4-75 2 84 64 54 

0 OCtnOEIOZ zfl uO dO 102 

S 22% Chin Ball 080003 18 107 23% 23% 23% 

27% doe Qaa * 2.48008 7 403 32 31% 31% 

15% 10% Clro Mtlao 07200813 360 11% 11% 11% 

5% 1% CfaMptox O 1 OS 4% 4% 4% 


3 :? 


11% Artda Expi 020002011271 12? 


» 29Araa4GP 
8 % 4% Aimco ko 
20% 16% Armca 2. IP 


92122 4% 

9 18% 


ft ft 

34% 34% 


15% 10% Ctty NaH 084005 12 91 13% 
3% % Chytruat 0 108 1% 


07200813 360 11% 11% 11% 
% CtnopUx O 1 85 4% 4% 4% 

% Ctoaoo 1J40J0812 1B4 24 23% 34 

UCheiaK 0 38 1% 1 1 

% Circuit Ct 01000017 729 21% 21% 21% 

48ChCU0 or 22 697 83% 82 82% 

TSCMoorp 2 u9& 93 95 

1.00008 29 WB2 16% 19% 16% 

228010 48 23% 25% 23% 

3Su58% 68% 68% 
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WALLONIA 


The FT proposes to publish this survey on 
May 30 1991. 

It win be of particular interest to the 21% 
of the businessmen in the 12 countries of 
the European Economic Community who 
read the FT . If you want to reach this 
important audience, call Meyrick 
Siznmonds (In Brussels) tel S13 2816 or fax 
Sll 0472 or Lindsay Sheppard (in 
LondonHeL 071 873 322S or fax 873 3079 



BULGARIA 


The FT proposes to publish this survey 
on 

May 17 1991 

58% of Chief Executives of Europe’s 
largest companies read the FT. If you 
want to reach tins important audience 
by advertising, call Patricia Surridge on 
071 873 3426 or fax 071 873 3079. 
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The FT proposes to 
publish this survey on 
May 24 1991. 

It will be of special 
interest to over 3,000 
senior europea n busi- 
nessmen in the printing, 
paper and publishing 
industries who are regu- 
lar FT readers: If you 
want to reach this 
important audience, 

Bifi Castle on 071 873 
3760 or fax 071 873 
3062. 
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Navigating 
in turbulent 


waters 


Karl Otto Pdhl, president of 
the Bundesbank, talks to 
David Marsh 


H igh in the slab-like 
Bundesbank headquar- 
ters In Frankfurt, an 
anguished-looking post-impres- 
sionist portrait hangs above 
the desk of Mr Karl Otto Pohl, 
the president of Germany's 
central bank. 

The lugubrious painting, by 
the pre-war artist Karl Hofer, 
could hardly be in greater con- 
trast to the bonhomie charac- 
teristically radiated by the 
man who enjoys his reputation 
as Europe’s most powerful cen- 
tral banker. 

Yet, as the Bundesbank faces 
political and economic turbu- 
lence unmatched since 1945. 
the painting gives a clue to the 
challenges on all sides. 

The Bundesbank enjoys stat- 
utory independence from gov- 
ernment. It has become the 


model for the European central 
would eventually 


bank which 
be set as the centrepiece of 
European monetary union 
(Emu). But perhaps the chief 
complexity facing Mr P6hl Is 
that his own autonomy - both 
vis-a-vis the politicians in 
Bonn, and in the decision-mak- 
ing apparatus of the bank itself 
- is clearly circumscribed. 

During the past year, the 
task of navigating between 
these limits ha< occasionally 
defeated even Mr PShl's tacti- 
cal skills, honed during two 
decades operating the levers of 
German monetary power, the 
past eleven and a half as Bund- 
esbank 

He heads the institution 
responsible for extending the 
D-Mark to east Germany last 
year. But the unsentimental 
Mr Pdhl never regarded Ger- 
man unification as a great pri- 
ority - and, in far more realis- 
tic tones than the government, 
consistently warned last year 
of the severe economic and 
mdal problems faring the east. 

In an interview last week, 
the Bundesbank chief , bronzed 
after his Easter skiing holiday 
in St Moritz, showed every sign 
of s tanding up to the strains. 
Perhaps partly because he has 
two children aged 10 and 12 , he 
looks younger than his 61 
years. Interestingly enough for 
a person whose Cassandra-like 
forecasts over east Germany 
have been largely vindicated, 
Mr Pdhl believes that once the 
difficult transition is over, Ger- 
many will quickly extend its 
position as Europe’s most pow- 
erful economy. 

• With characteristic jaunti- 
ness, Mr Pohl displays one 
piece of evidence far his settled 
frame of mind. He brings out a 
photograph of himself and Mr 
Nicholas Brady guffawing at a 
joke during the US treasury 
secretary's visit to the Bundes- 
bank earlier this month. Mr 
Brady, whom Mr Pdhl knows 
well from the former banker's 


time at Dillon Read, came to 
Frankfurt partly to complain 
about Germany's tight money 
policy. On the back of the pho- 
tograph. ready for presentation 
to Mr Brady as a memento, Mr 
Pdhl has scrawled sardonically: 
"Serious men, serious times." 

Mr Pdhl does not think much 
of the US administration's 
arguments, tailored above all 
to easing the US recession 
rather than meeting inflation- 
ary pressures in the still-buoy- 
ant west German economy. He 
believes that the D-Mark is 
somewhat undervalued - and 
that, especially if other coun- 
tries in the European Monetary 
System continue to cut their 
interest rates, the German cur- 
rency will soon move up again. 

"The trend at the moment on 
thp foreign exchange market is 
going in the wrong direction. 
The US, which is trying to 
come out of recession, does not 
need a dollar revaluation. And 
Germany, which is still exper- 
iencing over-heating demand 
in some quarters, requires a 
stronger D-Mark, not a weaker 
one,” he says. 

The German central bank 
chief clear a gain at yes- 
terday's gathering of the Group 
of Seven industrial countries in 
Washington that there will be 
no cut In D-Mark interest rates 
for the moment 

The calls from the US repre- 
sent just one of the conun- 
drums taxing Mr FohL Pres- 
sure from European partners, 
with France in the vanguard, 
to accelerate the move to Emu 
has forced the Bundesbank to 
rawnpaig n a gains t a premature 
dismantling of its monetary 
powers. 

Meanwhile, the continuing 
slide of the east German econ- 
omy bas badly imhingnri Ger- 
man fiscal policy, requiring 
DMliObn in public sector 
transfers this year, and has 
also been an important factor 
behind the D-Mark’s recent 
weakness. East German 
restructuring is "an enormous 
problem”, Mr Pohl says. 

But especially now that the 
government has at last 
decided, somewhat late, to 
raise taxes to fund transfers to 
the east, he leaves no doubt 
that the task is manageable. 
“The former East Germany 
was only a small country - 
less than 10 per cent of West 
Germany’s Gross National 
Product. The problem is that 
these transfers should have 
been financed to a greater 
extent through cuts in public 
spending in west Germany.” 

Mr Pohl's headaches at home 
have been aggravated by a bat- 
tle with the German federal 
states (Lander) over stream- 
lining the structure of the 
Bundesbank. Mr Pdhl wants to 
push this through In a reorgan- 



‘Germany requires a stronger D-Mark’ 


isation made necessary by Ger- 
man unification. But he is at 
odds with a sizeable minority 
of the central bank’s 18-man 
policy-making council, on 
which Lender appointees have 
most votes. 

Mr PShl's relationship with 
the rest of the board, a mi* of 
11 regionally-appointed state 
central bank presidents and 
seven Frankfurt-based director 
ate members, makes for a fasci- 
nating case study in behav- 
ioural i 


psychology. With just 


PERSONAL FILE 


1929 Born December 1 in 
Hanover. 

Early 1950a Studied econom- 
ics at Gottingen univer- 
sity. 

1960 Department head, Ifo 
economic research Insti- 
tute. 

1961-67 Economic journalist 
in Bonn. 

1968-69 Board member, Ger- 
man Banking Associa- 
tion. 

1970-72 Department head, 
economics ministry and 
chancellor’s office. 

1972-77 State secretary, 
finance ministry. 

1977-79 Vice-president of 
Bundesbank. 

1980 Bundesbank president. 


one vote out of 18. Mr Pohl 
cheerfully concedes his depen- 
dence on his colleagues. 
Strictly speaking, he says he 
cannot buy a postage stamp 
without consulting them. But 
he regards many council mem- 
bers with affectionate disdain. 
When in the limelight at inter- 
national monetary meetings, 
Mr P6hl plainly enjoys not hav- 
ing to think about them at alL 
Mr Reimut Jochimsen, a pro- 
fessor and former state eco- 
nomics minister, now president 
of the regional central bank of 
North Rhine-Westphalia, is the 
newest of the 11 state bank 
chiefs on the counciL He is 
also one of the most indepen- 
dent-minded, leading what 
some Bundesbank officials can 


"a rebellion”. 

Mr Jochimsen has irritated 
Mr P5hl by writing to Chancel- 
lor Helmut Kohl to oppose his 
plan to cut the numbs: of state 
central banks to eight. Mr 
jochimsen admits of the 
increasingly acerbic dispute - 
which Mr Kohl win now have 
to mediate - "For the image of 
the Bundesbank and the cen- 
tral hawlr fhi< is not 

very helpfUL” None the less, 
Mr Jochimsen is a wim i gt i of a 
heavyweight to lecture Mr 
Pohl on constitutional niceties: 
"Assessing diTPffHftn of tha 
structure of the federal govern- 
ment and tlm Tindw js not for 
a top Bundesbank functionary 
to decide.” 

Mr Pdhl’s own relationship 
with Mr Kohl, always cool, 
took a turn for the worse last 
mnpth when the Bundesbank 
chief termed "a disaster” the 
consequences of last year’s 
introduction of the D-Mark into 
east Germany. 

Mr Pfihl was not told about 
the chancellor's sudden deci- 
sion in February 1990 to pro- 
pose speedy currency union 
with east Germany. The Bund- 
esbank's advice to the govern- 
ment at least to consider the 
need for tax increases last year 
went unheeded - differences 
which have left their mark, 
despite efforts from both sides 
to smooth over the traces. 

Two days after his 
unguarded comments on 
March 19 In Brussels, which 
sparked anger in Bonn and 
depressed the D-Mark on the 
currency markets, Mr Pdhl 
sent a letter to Mr Kohl saying 
he regretted the uproar. Trying 
to assure the hyper-sensitive 
chancellor that the Bundes- 
bank was not attacking hi™, 
Mr Pohl stuck to the conten- 
tion that east Germany was 
indeed experiencing a "disas- 
ter” - but said he should not 
perhaps have admitted it. 

Mr Pohl says that his stew- 
ardship at the Bundesbank has 
taught hfm above all that inde- 
pendence can faring unpopular- 
ity. However, recent pressure 


Reform in an area of frailty 


O ne in every 10 of the 
population of this 
country suffers from 
mental ill-health during the 
course of a single year, more 
than half being severely 
affected. The mentally-handi- 
capped forms another identifi- 
able, but much smaller, group 
of adults which needs special 
care and treatment. Old people 
- a growing number in an age- 
ing population - deteriorate in 
their mental capacity and 
hence ability to manage their 
personal lives. In their various 
ways, all three groups display 
degrees of mental incapacity 
which increasingly call for 
public assistance in coping 
with their social handicaps, 
through legal and extra-legal 
.procedures. 

Tomorrow, the Law Commis- 
sion is publishing probably its 
most significant consultation 
paper on Mentally Incapaci- 
tated Adults and Derision-mak- 
ing. It is a weighty document 
that is bound to provoke a 
lively and inevitably 
protracted debate. The Issues 
are complex, both legally and 
socially, and touch on funda- 
mental problems of human 
beings in society. So much so, 
indeed, that there is a worry 
that the legislator's pen could 
potentially inflict a bureau- 
cratic edifice that accompanies 
an; new law in a way that 
would depersonalise the 
h uman condition. 

While there is at present a 
plethora of law governing the 
requirements of treatment - 
much of it dotted around the 
statute book - there is a pau- 
city of rules which even touch 
on, let alone affect, other mat- 
ters involving medical treat- 
ment for non-therapeutic pur- 
poses, such as sterilisation, 
abortion and cosmetic surgery. 
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The absence of declared law 
was starkly pointed out in a 
case which was tested all the 
way up to the House of Lords 
two years ago. It involved the 
sterilisation of a severely men- 
tally-handicapped 35-year-old 
woman. The ultimate ruling of 
the law lords that such a surgi- 
cal operation on a woman men- 
tally incapable of giving her 
consent could lawfully be per- 
formed If it was necessary “in 
the best interests” of the 
patient was less than satisfac- 
tory. What constitutes the best 
interests of a patient was left 
undefined. Moreover, what the 
judges failed to do was to tell 
those responsible for the care 
and treatment of their patients 
about what the process should 
be In deriding whether the cri- 
teria for lawful intrusion of the 
individual’s body were satis- 
fied. 

Reformers - and reform 
appears to be needed in this 
area of human frailty - point 
to three basic principles that 
should govern any prospective 
legislation. First, the autonomy 
of the Individual must be para- 
mount. People shonld be 
enabled, so far as possible, and 
encouraged to take decisions 


for themselves. This principle 
has its main Impact on the 


vexed legal and philosophical 
question of a person’s consent 
to treatment. Does the 
patient’s agreement to take a 
specific treatment merely 
reflect his or her ability or 
capacity to understand what Is 
being proposed? Or does it 
involve a real understanding of 
the nature, purpose and likely 
effects of the treatment, based 
upon relevant information sup- 
plied to the patient by those 
proposing to administer the 
treatment? There are many 
who would go further by sup- 
porting the concept of 
informed and real consent; 
they assert that true adherence 
to autonomy demands that the 
issue be viewed as a question 
of a patient's capacity to refuse 
treatment IF consent or agree- 
ment to treatment is the right 
approach, there is a further 
point that the process of 
obtaining that consent should 
be not episodic, but continual. 
Consent should never be a 
snapshot derision. 

The second principle is that 
intervention should always be 
on grounds of necessity and 
involve the least restrictive 
form of Intrusive treatment. 
Third, any derision-making for 
those mentally incapacitated 
must contain proper safe- 
guards against exploitation by 
practitioners or the patient's 
family and relatives. Appropri- 
ate safeguards would primarily 
focus on the need to ensure 
that the mentally-incapacitated 
person was present and legally 
represented in the decision- 
making process. Vigorous test- 
ing of the medical diagnosis 
and prescribed treatment 
would have to be an essential 
feature of any procedural safe- 
guards. 

The one area of the law 
which caters tolerably well for 


itaUy-disordered or disabled 
people is in relation to prop- 


ment 


erty and finance as distinct 
from personal care and treat- 
ment The decision last week of 
Mr Justice Hoffinann, distrib- 
uting the £L6m estate of a 75- 
year-old mental patient ad- 
judged incapable cs - making a 
will, demonstrated the scope of 
legal powers to administer the 
property affairs of the mental- 
ly-incapacitated. The Court of 
Protection exists to safeguard 
the interests of anyone who is 
found on medical evidence to 
be "incapable by reason of 
mental disorder of managing 
and a dmhtlataring Vila p ro pe r t y 
and affairs”. The court has 
been criticised from time to 
time for its inaccessibility to 
aB but the well-to-do, and even 
then is regarded as paternalis- 
tic in its procedures. At pres- 
ent, it handles 22,000 cases 
throughout the country by a 
small staff based in London. 

The extensive social Impact 
in the framing or shaping of 
legal rules for handling the 
affairs erf the mentally- inca- 
pacitated is such that the Law 
Commission has approached 
its mammoth task both tenta- 
tively and with sensitivity, 
aware that, as present consti- 
tuted, it lacks the requisite 
expertise outside the law. Its 
embarking upon a study of 
such a distinct socio-legal topic 
will raise once more the exclu- 
sive lawyerly composition of 
the commission. .Its consulta- 
tion paper is peppered with 
proposals for multi-disciplinary 
bodies to make decisions on 
behalf of mentally-incapaci- 
tated adults. A multi-disciplin- 
ary approach by a body like 
the Law Commission, dealing 
with many, if not most. Issues 
of law hi modem society would 
seem likewise to be needed. 
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strengthened his public image. 
**P6hl is doing the right thing," 
says Mr Kan Schiller, the 80- 
year-old former Social Demo- 
crat economics minister. Some- 
what ominously for France, Mr 
Behfltor warns that "the great- 
est r e st r u c tur ing crisis of all 
times” in east Germany will 
inevitably delay the day when 
the D-Mark is abandoned as 
part of the establishment of a 
sto le Eur o pean currency. 

Mr P6hl himself said with 
some satisfaction last week 
that a compromise Luxem- 
bourg plan to delay until 1995 
the target date for setting up a 
European central bank - two 
years later than the French 
government desires - was "a 
step in the right direction”. 

Significantly, by 1996 Mr 
Pdhl’s second eight-year term 
at the Bundesbank fit expires 
at the aid of 1995), will have 
come to an and, a Bundesbank 
president may one day have to 
transfer control over German 
money to a European central 
hank. But his name is highly 
unlikely to be Karl Otto PohL 


The recovery sends 


its apologies 


T he reaction of financial 
markets to the US reces- 
sion reminds me of the 
small boy who was given a p3e 
of dung for Christmas. An 
incurable optimist, he dived 
into the smelly heap, shouting: 
“There’s gotta be a pony in 
here somewhere.” 

But it is not just Wall Street 
that ought to be reprogram- 
ming its errant computers. In 
the tight of depressing recent 
figures, the White House fore- 
cast prepared by Dr Michael 
Pangloss (or is it Boskin?), also 
looks like an exercise in 
self-deception, hi January, the 
Bush administration, confident 
perhaps that victory in the 
Gulf would revive fixe econ- 
omy, said the worst of the 
recession was over. Gross 
National Product would fall at 
an anmial rate of only L3 per 
(wri t in the first quarter and 
then start to recover. In the 
event, real output fell at an 
annual rate of 2.8 per cent, 
nearly twice as fast as at the 
end of last year. Rather than 
easing off, the recession 
appears to have gained 
momentum. 

The White House said the 
d o wnturn would be one of the 
shortest in post-war history. 
Wheels turn slowly in acade- 
mia, hut the wise men 
entrusted to chart the contours 
of the business eyrie finally 
delivered their verdict last 
week. The National Bureau of 
Economic Research’s dating 
committee identified July as 
the mo nth when the US down- 
turn began. The recession has 
thus already been running for 
tiTTw months: it is shaping up 
as an average rather than a 
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MICHAEL PROWSE 

on America 


particularly mild contraction. 
And contrary to the rfarma of 


many commentators, including 
Mr Alan Greenspan, the Fed- 
eral Reserve chairman, it was 
not caused by President Sad- 
dam Hussein. His disruption of 
world oil markets merely accel- 
erated a decline whose ulti- 
mate roots lie in the excesses 
of the 1980s. 


ket; and a fall in the number of 
people claiming unemployment 
insurance. 

The stock market ha s be en 
right more often than wrong. 
Forecasters, therefore, should 
respect its collective wisdom. 
But It is a mirror of prevailing 
sentiment rather than an inde- 
pendent indicator, it is telling 
us timfr investors are more con- 
fident, not confirming their 
grounds for confidence. 

The tentative signs of recov- 
ery in ho ming also warrant 
attention. Construction and 
home sales, which respond 
quickly to falling interest 
rates, are usually one of the 
most reliable forward indica- 
tors. The trouble is that if you 
blink you might miss this 
upturn. Housing starts in 
March fall back after a sharp 
gain in February. They are 6 
per cent above the January 
trough but still 31 per cent 
lower than a year ago - when 
the market was already weak. 
Building permits and sales erf 
existing houses have edged for- 
ward in recent months. Estate 
agents in some areas talk excit- 
edly of more custom. But the 
most the honest forecaster can 
niaim is that the foundations 
for a housing recovery are 

hoinp laid. 


has signalled sharp recession. 
It is thus too early to conclude 
that the labour market is 
poised for recovery. 

The first quarter GNP fig- 
ures were encouraging in one 
respect the rate of decline of 
consumption spendin g, tw o- 
thirds of economic activity, 
was slower than in the fourth 
quarter erf last year. On the 
other hand, export growth, 
adjusted for inflation, has 
slowed to a standstill - a 
reflection of recessionary ten- 
dencies in the rest of the 
world. And US business invest- 
ment resilient last year, has 
begun to fall sharply. The 
recession is thus c han g in g its 
character rather than melting 
away. 

Fed policy-makers, after 
much internal debate, , never- 
theless continue to resist calls 


for a looser monetary policy. 
Somewhat eccentrically, some 


regional presidents still har- 
bour fears about a resurgence 
of inflation. They believe the 
interest rate cuts of the winter 
should be given more time to 
work their expansionary 
magic. A couple of sets of 
really had employment figures, 
however, would probably be 
enough to nhaice their resolve. 

The July downturn ended an 
expansion phase lasting 92 
months, second longest 
since records began in 1854. 
The Reagan boom's longevity 
was exceeded only by the flow- 
er-power expansion of the 
1960s. That, one bates to 
remember, was followed by a 
particularly difficult decade. 
The rnain problem then was to 
control iwflntinn; the c h all en g e 
today Is to reduce borrowing 
and rebuild savings. Presidents 


John Kennedy and Lyndon 
Johnson would have been 


With industrial production, 
employment, retail sales and 
order books still falling, opti- 
mists are ptnning their hopes 
of imminent recovery on three 
main indicators: the stock mar , 
ket boom that took the Dow 
briefly past 3,000; signs of 
recovery in the fwwming mar- 


Analysta scrutinise unem- 
ployment claims closely 
because they axe one of the few 
indicators published weekly . In 
the last week of March and the 
first week of April, foil 

by 92,000 to 451,000, well below 


recent highs. This fuelled spec- 
iploy- 


ulation that April’s employ- 
ment report (to he released this 
Friday) would be good. Alas, 
the most recent figures show 
claims rebounding to the 
500,000 mark that historically 
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CROSSWORD 


No.7,530 Set by DANTE 



ACROSS 

1 Girl holds the right tori (6) 

4 Catch ten out with a quick 
blow (6) 

8 Mother checks out but 
doesn’t leave (7) 

9 They are said to get aid 
from above (7) 

11 Identical, nevertheless 
<&3.4) 

12 Left in charge (4) 

13 Took a chance and got the 
chop (5) 

14 Unimportant persons make 
solving of murders difficult 
( 8 ) 

16 A support in cooking or rid- 
ing. perhaps (8) 

18 A relative tens fa one tak- 
ing tiie pledge (6) 

20 Puts on a show with unsuit- 
able cast (4) 

21 Military assistant has crazy 
idea to abscond (4-2-4) 

28 Unusual for 

instance CD 

24 Rosters made out for hob- 

days, perhaps (7) 


25. Mace bearer? «5) 

28 Get up for wOd dances (6) 

DOWN 

1 A revolutionary invention 
<3) 

2 It's lace made for use in 
many undergarments (7) 

3 One who tries to steer a 
boat (S) 

5 Deal with someone with a 
complaint (5) 

6 He’s right to take Monday 
off (7) 

7 Stand by ascetic 8) 

10 Hostile fire one can and 
does get involved in (9) 

18 Manag e me n t course (9) 

15 Suffering from fewer restric- 
tions, as far as one can see? 
O) _ , 

17 Locked up as a final course 


19 Bide round on a whirl wind 
CO 

21 Possibly ike under a part of 
the church (5) 

22 Won a hand and won the 
game®) 


The solution to last S atu rd a y's prize puzzle wffi be published 
with names of winners an Setnrday May 11. 
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_ by the scale of the 
UUUB » and trade deficits run 
up by Republican supply-alders 
of the 1980s. 


Don’t worry, the business 
cycle is not dead. This reces- 
sion will bottom out, probably 
by late summer. But it Is diffi- 
cult to see bow the US econ- 
omy can avoid a- prolonged 
period of sluggish growth, as 
debt-sodden consumers and 
companies struggle to regain 
their fiscal balance. Ho wonder 
the US Treasury is pleading for 
interest rate cuts In more 
responsible parts of the globe. 
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The dollar’s sharp 
rise since February 
and the weakness of 
the D-Mark have 
shown once again 


how the foreign exchange market is 
good for surprises. But the market 
is experiencing changes which 
could mean that its boom years are 
over, writes Peter Norman 

Adjusting to a 
new climate 


LIKE much of the financial 
world, the foreign exchange 
markets are going through a 
(' difficult adjustment to the far 
■ mote sober business climate of 
the 1990s after the excesses of 
the opulent eighties. 

Overall profits are thought 
to have fallen In the sector last 
year, exposing excess capacity 
and forcing some smaller oper- 
ators to quit the market 
Even the dollar pyrotechnics 
of this year’s first quarter have 
given the market little solace. 
The dollar's sharp fan against 
the D-Mark to new all time 
lows of around DML443 in mid- 
February and its subsequent 18 
per cent rise in the seven 
weeks before Easier caught the 
market unprepared and so ill- 
placed to convert the turn- 
around into profit 
The dollar’s sudden surge 
was instructive, however. It 
largely reflected a one-off shift 
in investor sentiment in favour 
of the US after the Gulf war. 
Coming after a lengthy period 
in which the impact of interest 
rates on Interbank trading had 
been the dominant influence 
an exchange rate movements, 
tiie dollars remarkable rise 
was a timely reminder to for- 
eign exchange traders that 
they ignore underlying inves- 
tor sentiment, the purchasing 
power of currencies and eco- 


nomic and geo-political funda- 
mentals at their periL 

“It was a classic case of the 
interbank market and genuine 
financial flows finding th em - 
selves at loggerheads”, com- 
ments Mr Pam Chertkow, chief 
currency strategist with Citi- 
bank in London. 

The dollar surge began only 

days after the nfWrinl Hlnrmmt 

rates in Germany and the US 
“crossed over”. On January 31. 
the Bundesbank raised its die. 
count rate by one half percent- 
age point to &5 per cent and its 
more important lombard emer- 
gency funding rate by the 
same amount to 9 per cent The 
following day, the US Federal 
Reserve cut its discount rate to 
6 per cent from &S per cent 

On past experience, those 
rate changes would have 
pointed to continued dollar 
weakness. But such consider- 
ations took no account of the 
animal spirits aroused by US- 
led victory in the Gulf and a 
growing perception among 
long term investors, such as 
pension funds, that the US had 
become a land of cheap buying 
opportunities after a protracted 

dollar fall 

These factors combined with 
a growing understanding of 
Germany’s difficulties absorb- 
ing eastern Germany to release 
a flow of foreign portfolio capi- 



tal in the direction of the US. 

That mood swing showed 
that the foreign exchange man 
kets are always good for sur- 
prises. Not only Interbank 
traders were caught out The 
chartists, who try to assess 
future ariumg p rate trends on 
the strength of currency move- 
ments, were also wrong footed. 

But on whole, tiw past 
two years have been remark- 
able for the relative stability of 
currencies in the face of stri- 


In the early 1970s, the west- 
ern world entered a protracted 
economic crisis with the 

unleashing n f inflationary pras- 

sures world-wide, the first oil 
crisis and the coDapee of the 
Bratton Woods system of fixed 
exchange rates. The result was 

a bftnawwi fhr finwrign eyrhang e 

traders as countries pursued 
“beggar thy neighbour" eco- 
nomic and trade policies and 
currencies entered a decade 
and a half of wild fluctuation. 


Nearly 20 years later, the col- 
lapse of commnnlsm in eastern 
Europe, the mounting eco- 
nomic and poWfanj problems 
of the Soviet Union, the end of 
the 1980s boom in the indus- 
trial world and the outbreak of 
war in the Gulf might have 
hpOTi gtpw H w l to create gfrnflar 
shock waves in the West’s cur- 
rency markets. 

This was not the case. By the 
fima the iron curtain fan, the 
West had got its act together. 
All industrialised countries 
today pursue broadly «dmflar 
economic policies that give pri- 
ority to the combatting of infla- 
tion *mH encouragement of pri- 
vate enterprise rather than the 
pursuit of economic growth 
and full employment as «*ndn in 
themselves. These lessons are 
now being adopted by the 
newly emergent democracies of 
eastern Europe and in much of 
the developing world. 

In tiie European Co mmunity , 
economic convergence has con- 


tributed to remarkable stabil- 
ity in the exchange rate mech- 
anism Of thn l h i m p wm ftfo n f* - 
tary System since the last 
significant parity realignment 
more than four years ago. Ster- 
ling, having joined the sys- 
tem’s wider 6 per cent fluctua- 
tion band last October, has 
randy moved beyond 225 per 
f*mt uttlwr kMp of its THlrios 
central rate. 

Economic policy coordina- 
tion, as practised by the US, 
Japan. Germany, France, Italy, 
Britain and Canada in the 
Group of Seven, has emerged 
as a key factor influencing the 
foreign exchange markets. 
Since September 1985, the big 
industrialised countries have 
attempted to influence 
exchange rate movements 
through co-ordinated currency 
intervention, haded by fre- 
quent private discussions 
amnng G7 finance ministers 
and central bankers on eco- 
nomic policy issues. 


There Is little doubt that the 
central banks have become 
progressively more adept , in 
their efforts to influence cur- 
rency movements. The G7 
attempt to stabilise currencies 
through tire so-called Louvre 
Accord of February 1987 
involved massive intervention 
and the acceptance of distor- 
tions in finam-lal tnurlrota that 

may have boipad triggor the 
global stock market crash later 
that year. 

Since then the G7 have 
foamed to be more pragmatic, 
to curb wild c ur rency 

fliirimitinff i wftq- fliim dafand 

target zones for currencies. As 
a result, relatively small scale 
intervention by the central 
banks managed first to brake 
the dollar’s fall in February 

and than to Injnaa a pan— jg 

its rise around Easter. 

G7 intervention is most 
effective when it reflects the 
dear political will of all mem- 
bers to steer currencies. Such 
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determination has been less 
apparent as the dollar has 

riran. 

But rh ang w ; fa flw fafamn. 
tinoaal banking industry have 

meant that the marl ro tK have 

the G7 less hardily 
in the past for signs of 
disarray. Baziks have become 
more risk averse in all their 
activities, including foreign 
exchange, reflecting their need 
to maintain stri ct wqpffal ade- 
quacy standards. This safety- 
first trend has been enhanced 
by fosses in the wake of faffing 
stock market values in Japan 
and recession in the 
Anglo-Saxon cou n t rie s. 

Attitudes and conditions 

have rftang nd rapidly Tfrg for- 
eign exchang e business was 
hugely profitable between the 
Plaza Agreement of September 
1985, when the US, Japan, Ger- 
many, Rrttafa and France 
agreed on joint action to 
depress the then overvalued 
dollar, and the 1987 Louvre 


Accord to stahffise currencies. 
“There was a one way bet on 

the dollar and people built Up 

their foreign exchange 
operations because It was easy 
money,” says Mr Michael Bur- 
ton, haaf of corporate sales in 
the treasury deportment of the 
flnugfcang Rank in London. 

In their gloomier moments, 
many market participants now 
wonder whether the foreign 
exchanges will ever recapture 
the speculative fervour and 
sparkling pro fi ts of the 1970s 
and early 1980s. 

Traders and economists now 
talk of a market which seems 
to have its boom years behind 
it and where activity is becom- 
ing increasingly concentrated 
among a few large banks. 

On the plus side, the liberal- 
isation of eastern Europe may 
wi— w tint wmandwi such as 
the Polish zloty. Hungarian 
forint and Romanian tel will be 
ftzHy convertible and actively 
traded in centres such as Lon- 
don, Frankfurt, Tokyo, New 
York and Singapore in a few 
y ears’ flat 

But the drive for economic 
and monetary wniwn in Europe 
could mean the disappearance 
of west European currencies If 
and when the European Com- 
munity adopts a single cur- 
and central bank. 

. to this the incipient ten- 
for other parts of the 
to move in the direction 
of regional economic groupings 
such as the free trade area 
being negotiated between the 
US, Canada and Mexico, and it 
is easy to see why banks active 
in foreign exchange are 
increasingly — Hwg the stabil- 
ity provided by a solid cus- 
tomer base. 
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Growth of overall business has slowed, writes Peter Norman 


Trends point to increased 
concentration of capacity 


FOREIGN exchange traders 
are supposed to thrive on vola- 
tility and crisis. But the gyra- 
tions of the dollar, D-Mark and 
pound so far this year have 
done little to flfrn the impres- 
sion that the foreign exchange 
market Is undergoing consider- 
able structural change. 

According to Swiss Bank 


Corporation, last year was 
probably the most difficult 


probably the most difficult 
year for foreign exchang e mar- 
ket operators in 10 years. Over 
the past two years or so, there 
has been a steady trickle of 
smaller banks and foreign 
branches of banka leaving tin 
market 

Traders and analysts report 
that the growth of overall busi- 
ness has slowed. When the 
industrial world's iMtHwp cen- 
tral banks next carry out a sur- 
vey of foreign exchange activ- 
ity it is unlikely to c onfirm the 
trend reported by the Bank fix’ 
International Settlements in 
February last year. 

The BIS survey, which is 
still the most up-to-date over- 
view of global foreign 
exchange activity, indicated 
that global turnover in the 
market more than doubled to a 
s tagge r ing $65<Jbn a day in the 
three years to April 1989. 

It is likely that the market is 
still growing. But at the same 
time, the big participants such 
as Citibank of the US, Barclays 
Bank of Britain, France's 
Credit Lyonnais and the large 
German Swiss hanira axe 
increasing their business at a 
foster rate than the market, 
lifting Hwir market share. 

This gradual shift of power 
to the big battalions is largely 
a reflection of two inte rwoven 
trends. 

• Since 1987, there has been a 
decline in overall exchange 
rate volatility, which has lim- 
ited business volume and trad- 
ing opportunities. 

• More recently, banks have 
become for more cautious and 
loss averse. 

In masked contrast with the 
1970s and early 1980s, the 
major industrialised countries 
now care about their exchange 
rates. Although domestic eco- 
nomic policies differ, all coun- 
tries share a determination to 
defeat inflati on. 

Moreover, the Group of 



Aggressive: Bonk Negara, the Malaysian central bank, 
has reportedly switched as much as $2bn at a time from 
one currency to another 
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Seven leading industrial coun- 
tries and an increasing number 
of smaller developed nations 
are prepared to intervene in 
the market to influence 
exchange rates. Although 
intervention is not always suc- 
cessful in the face of funda- 
mental currency movements, it 
is a factor that markets cannot 
afford to ignore. The rapid 
switch of official attitudes 
towards the floibo- pa Hipf this 
year highlights thi« constraint 
o n fo reign exchange market 
activity. 

In mid-February, the G7 was 
intervening to support the dol- 
lar as it fell to new all time 
lows against the D-Mark. Four 
weeks later, the Bundesbank, 
the US Federal Reserve and a 
host of smaller central hanks 
were acting to restrain the dol- 


lar’s rise. 

Such factors have taken 
much of the fizz out of a mar- 
ket that once seemed to exem- 
plify speculative excess. 
According to Mr Nick Douch, 
senior manager for corporate 
services at Barclays Bank’s 
global treasury department in 
London, “the aim for most par- 
ticipants these days is to max- 
imise the number of days in 
which they can ™iw a profit” 
rather than aim far outright 
speculative P" 1 " 

Alongside external con- 
straints are pressures for cau- 
tion inside hanks that largely 
reflect the spread of the- "Basle 
mentality** in international 
banking. Since July 1988, when 
the central bankers of the 
world’s leading industrial 
countries agreed an minimum 
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capital adequacy ratios for 
international banks, awareness 
of credit and counterparty risk 
has grown. 

Recession in the English- 
speaking world, with its trail of 
bad debts and the downgrading 
of banks by rating agencies, 
has greatly Increased the pre- 
mium placed on prudence in 
International banking. The 
effect on the foreign exchange 
TH« 7-t rp* has been a reduction m 
the number of banks that are 
attractive business partners. 


These conditions have 
already deterred some banks 
from acting as market makers 
and maria life harder for the 
trig banks still quoting rates in 
a wide variety of currencies. 

A market maker must be 
prepared deal both with an 
Increasing number of counter- 
parties seeking prices and cope 
with large blocks of c ur rency 
that are suddenly put up for 
rsIp, One result of the derim- 
mg liquidity in the market bag 
been a sharp increase in 
day-to-day exchange rate vola- 
tility, which poses a for more 
difficult management task 
tVian medium volatility. 

Bankers cite how Bank 
Negara, the Malaysian central 
bank, has reportedly switched 
as much as S2bn at a time from 
one currency to another in the 
course of aggressive manage- 
ment of its foreign currency 
reserves. A handful of US fond 
managers and Japanese corpo- 
rations are also major movers 
of tbe market. In these dream- 
stances, the shrinkage In t h e 
number of market making 
banks has created problems for 
same when they need to get 
ont of positions. 

However, there is a positive 
side to the concentration of 
market making capacity in 
fewer hands. 

The bag operators have supe- 
rior information. "Unless yon 
are a big bank, you have no 
idea what is happening to cur- 
rencies,” one trader observed 
recently. Mr Chris Deuters, 
Citibank’s head of foreign 
exchange and derivatives in 
Europe agrees: “If you don’t 
have access to the end user, 
your view of the market will be 
severely limited”, he says. 

The vital importance of 
Information in a market where 
trading decisions are taken in 
a split second cannot be over- 
emphasised. It helps explain 
why today's large foreign 
exchange players are more 
than just interbank trading 
operations, which thrived in 
the volatile trading conditions 
of the 1970 b and early 1980s. 

Those hanks with an exten- 
sive customer franchise were 
in a for better position to han- 
dle the dollar’s sharp rise in 
the six weeks following the 
Gulf war because they had an 
early insight into activity of 
the international institutions 
that moved long-term portfolio 
capital into the US at the time. 

According to Barclay’s Mr 
Nick Douch, looking after tbe 
customer is now a “number 
one priority" for foreign 
exchange departments. There 
has been an "enormous shift of 
emphasis” towards customer 
based business in the last 2 to 
2% years, he says. 

At Citibank’s London offices. 
Mr Julian Simmands, the head 
of foreign exchange sales and 
trading agrees. "Any bank can 
have a marvellously successful 
year, but very few have grow- 
ing but stable profits. For that 
you need the customer fran- 
chise”, he says. 


THE European currency unit 
occupies a unique position in 
the foreign exchange market, 
having neither legal tender sta- 
tus nor any certainty over its 
future composition - let alone 
Its future value. Tet nearly 
every major bank has traders 
buying and selling the cur- 
rency. The last official volume 
figures relate to April 1989, 
when the Bank of England 
recorded an average dally turn- 
over of f4bn equivalent 
Volume of trading has now 
grown well beyond this level 
bat remains below that of the 
major currencies - perhaps 
one-tenth the volume of dollar 
or yen trading, according to 
those active In the market 
Ecu bonds have become a 
favourite tool for borrowers 
and Investors. Last year, tbe 
value of Ecu bonds issued 
reached EcuI4bn (?17.5bn), 
making ttm Ecu the fourth 
most popular currency after 
the dollar, sterling and yen. - 
This year the growth of Ecu 
bond issuance has been still 
more spectacular. In tbe first 
quarter alone $17bn equivalent 
of new paper was Issued, 
boosted by large benchmark 
issues from sovereign borrow- 
ers, notably the UK, Belgian 

and Italian gnp o winwiit^ 

Investors wanting to buy 
these bonds have to buy Ecus 
on the foreign exchange mar- 
ket, often in exchange for non- 
Ecu currencies such as dollars 
or yen. Equally, Ecus received 
as coupon payments are often 
sold in the market 
The basket nature of tiie Ecu 
might be expected to moderate 
its volatility against currencies 
outside the European mone- 
tary system. To an ext en t, the 
Ecu is indeed more stable than 
the underlying national cur- 


Simon London looks at the Ecu 


Unique status 
in the market 


randes. However, the D-Mark 
alone accounts for around 30 
per cent of the Ecu basket. 
Currencies informally linked to 
within 0.5 per cent of the 
D-Mark (tbe Dutch guilder and 
the Belgian and Luxembourg 
francs) bring the total “D-Mark 
bloc” weighting up to 47 per 
cent of the Ecu basket 

For example, the D-Mark's 
rapid depredation against the 
dollar during February and 
March was mirrored in the 
Ecu. From EcuG.70 in ndd-Feb- 
ruary, tbe dollar was valued at 
EcuOBS by the end of March. 

Users of the Ecu also moni- 
tor its market value against a 
theoretical value. Until 
recently the Ecu rarely drifted 
for from this theoretical value, 


calculated by taking propor- 
tionate amounts of each of ^ 
European currencies which 
make up the Ecu basket 

This was because many 
banks employed a rbitr age trad- 
ers ready to exploit brief differ- 
ences which open up between 
the theoretical value of the Ecu 
and its quoted value on the 
fiwag w exchange markets. 

However, the arbitrage trad- 
ing reifies on the assumption 
that the actual and theoretical 
values of the Ecu will eventu- 
ally converge. This is no longer 
something that many frnw are 
willing to take for granted. 


Many believe that the Ecu 
basket will soon be reweighted, 
chan g in g the Ecu’s composi- 
tion and value. The Ecu’s mar- 
ket valuation therefore reftects 
both the current theoretical 
value and a range of possible 
fixture theoretical values. 

Recent expectations of a 
realignment within the Ecu 

currencies have tended to push 

tbe Ecu’s market value higher 
than its theoretical value - as 
much as 1 per cent highe r- 

This is a state of affairs 
which may shape the future 
development of the Ecu, For 
example, some proposals for 
the future structure of the sin- 
gle European currency have 
centred on a regular annual 
reweighting of the currencies 
within the Ecu basket. On 
recent evidence this would 
leave the foreign exchange 
market embroiled in a constant 
guessing game with the pro- 
posed European central bank. 

However, tbe popularity of 
the currency is clear from the 
performance of Ecu-denomi- 
nated financial instruments. 

Just as the Ecu Itself is over- 
valued against theoretical mod- 
els, so Ecu bonds are far more 
expensive than theoretical cal- 
culations suggest they should 
be. For example, 10-year matu- 
rity large liquid Ecu bond 
issues are currently yielding 


around 60 baste potato few 
the theoretical Ecu yfidd 
curve - calculated from tiw 
national bond markets which 
mufcft up the Ecu basket. 

Analysts explain tbe phe- 
nomena in terms of the pohtt- 
cal momentum towards eco- 
nomic and monetary union. 
For the first time, it Is argued, 
investors seriously believe that 
the Ecu will become a single 
European currency. 

However, the value of the 
Ecu, at least as expressed 
through the international bond 
market, remains volatile. Ecu 
bond yields tend to rise, 
sharply when the political or 
economic outlook to c louded- 
For example, the extent of eco- 
nomic dislocation In eastern 
Germany has push Ecu bond 
prices down from the peak at 
the market In early February. 

Volatility may be lessened 
with the advent of Ecu .bond 
futures contracts, which give 
investors the chance to hedge 
their positions. 

The London International 
Financial Futures Exchange 
launched its contract earlier 
this year. The Parte fixture 
exchang e, the Matif, has had a 
contract trading stnce Qctober 
last year. 

The thriving bond market 
and the growing foreign 
exchange market in Ecs have 
led to the development of an 
Interbank netting and settle- 
ment network - another 
pyawip ia of a developing finan- 
cial inf ra st ructure. 

Tbe clearing system was set 
up in 1986 and now has 45 par- 
ticipating banks. Interbank 
payments are fi rst netted 
through the SWIFT system and 
then cleared through a special 
unit of the Bank far Interna- 
tional Settlements in Basle. 




Peter Marsh assesses Europe’s exchange rate mechanism 

Qualified success of ERM 


AMONG the more successful 
European, innovations of the 
last is years is the exchange 
rate mechanism, set up in 1979 
as a way of regulating the 
main west European curren- 
cies. Keeping the currencies 
within agreed limits against 
each other, it was argued, 
would encourage monetary sta- 
bility, so reducing inflationary 
pressures. The mechanism 
would also aid commerce and 
industry by minimising 
exchange rate fluctuations. 

Twelve years on, the general 
consensus is that the sy s tem 
has achieved most of its 
"The ERM has been remark- 
ably successful”, says Mr Am 
O’Neill, h efld of financial mar- 
kets research at Swiss Bank 
Corporation in London. 

In the case of the pound, 
which joined the system only 
last October, that statement 
needs to be qualified. Econo- 
mists are divided over the 
extent to which the external 
discipline of the ERM will 
improve UK economic perfor- 
mance - particularly in infla- 
tion, where Britain’s record 
over tbe past 20 years has been 
far from satisfactory. 

All but two of the 12 Euro- 
pean Community member 
states (the exceptions are 
Greece and Portugal) partici- 
pate in the mechanism. That 
means the ERM embraces nine 
currencies — the D-Mark, the 
French franc, the peseta, the 
guilder, the Belgian/Luxem- 
bourg franc, the Danish krone, 
the punt and the pound. 

The pound, the last currency 
to join the system, and the 
peseta are allowed to fluctuate 
against the others by up to 6 
per emit about an agreed cen- 
tral rate: for the other curren- 
cies, the permitted margin is 
225 per cent 

In tbe early days of the sys- 


tem, realignments tocentral 
ERM rates were relatively fre- 
quent Over recent years, how- 
ever, the sy stem has been more 
stable; the last full-scale 
realignment was in 1967. 

Coordination is left largely 
to officials at individual 
nations’ central banks. These 
people talk to each other 
roughly three times a day. 

Their discussions will cover 
day-to-day issues such as the 
need for small changes in 
interest rates. Another topic is 
the degree to which countries 
may need to intervene in finan- 
cial markets to influence the 


the ERM, according to itsadmi- 
rers, concerns the way individ- 
ual .currencies within the 
mechanism are pegged to the 
low-inflation characteristics of 
the D-Mark, the me chanis m's 
most powerful member. 

That forces the other ERM 
nations to adopt strict mone- 
tary policies that should lead 
them to levels of price stability 
similar to Germany’s. The 
ERM medicine has certainly 
worked over the past decade 
for the Netherlands, Belgium 
and France, which today can 
boast inflation records not far 
removed from Germany’s. 


The ERM countries have in general become 
adept In co-ordinating strategies over Interest 
rates and other aspects of monetary policy 
to keep their currencies within the 
limits allowed by the system 


value of specific currencies by 
buying or selling. 

Such operations are put in 
the hands of specialist foreign 
exchange departments of each 
central bank. Given the size of 
the world foreign exchange 
market, there is no way that 
the outside world can find out 
about specific dealings in cur- 
rencies by tbe banks - unless 
these bodies broadcast their 
intentions with a view to 
influencing the market 

Highly public currency inter- 
ventions by tbe ERM nations * 
central hanks have been a fea- 
ture of the first few months of 
th Ik year, as the individual 
countries have sought to influ- 
ence tbe value of the dollar. 

More for-reaching decisions 
about the workings of the 
ERM, such as significant 
realignments, are left to meet 
fogs of EC finance ministers 
and central bank governors. 

One of tbe chief virtues of 


UK government ministers, 
meanwhile, are hoping the 
same will happen over the next 
few years for Britain, although 
public opinion has yet to be 
won overto the the ERM. 

A group of monetarist econo- 
mists, led by Sir Alan Walters, 
the former economic adviser to 
Mrs Margaret Thatcher, is wag- 
. ing guerrilla war against 
Britain’s membership of ERM. 

The group wrote to The 
Times in February saying that 
' Britain's membership of the 
ERM meant it had to Institute 
'inappropriately high interest 
rates which could push the 
country into deep recession. 

For all the general interest 
by the ERM nations in wanting 
the DMark to stay strong so as 
to reinforce the disciplinary 
impact of the system, some 
signs have emerged in recent 
weeks of a certain satisfaction 
in the rest of Europe about the 
weakness in the DMark. 


Differences remain over economic and monetary union, writes Peter Marsh 


The search for common ground 


BY Thk end of thin year, if all 
goes to plan, Europe should 
reach a broad consensus on 
how to proceed towards the 
final phase of economic and 
monetary union (Emu) around 
the end of the century. 

But to reach this common 
view, officials from the 12 
European Community coun- 
tries wifi have to Close some 
large gaps in thinking an what 
tbe union should eventually 
look like ami the pace at which 
it is to be achieved. 

In the third and final stage 
of Emu, according to the plans 
of much of Europe, responsibil- 
ity for pan-European monetary 
policy is due to be handled by 
a single European central bank 
which would be independent of 
governments. It would also 
administer a new, single cur- 
rency. 

In this form. Emu would fit 
in with the increased integra- 
tion over the past 20 years of 
European commerce and 
Industry. Advocates say it 
would follow on logically from 
the idea of making Europe a 
single market place - the goal 
of tbe EC’s 1992 programme to 
eliminate trade barriers. 

But beyond the rhetoric, a 
number of problems remain. * 
The forum in which these will 
be discussed is the EC’s inter- 
governmental conference on 
Emu, which started in Rome in 
December last year and which 


will continue throughout 1991 
in the shape of meetings 
roughly every two weeks 
between EC officials. The main 
disagreements concern: 

• The detailed timetable for 
Emu. All 12 EC countries, 
except Britain, accept the idea 
of a European central bank 

linked to gristing national cen- 
tral hanks — which would flim 
be politically independent and 
operate as branch offices of the 
mam central bank. 

Some countries, led by 
France, want the new hank to 
be set up in the so-called stage 
two of Emu, starting in 1994, 
though Germany favours 
waiting until 1997. That would 
allow time for the economies of 
individual countries to come 
closer together to the point 
when an all-embracing mone- 
tary policy for the whole of 
Europe made sense. France 
fears, however, that much of 
the momentum towards Rmn 
could be lost if plans for a cen- 
tral bank are delayed. 

• The idea of a two-speed 
Europe. An argument which 
has gained much ground over 
the past year is that those 
countries whose economic per- 
formances, especially in the 
area erf Inflation, are reason- 
ably similar could go ahead 
almost Immediately with a 
form of Emn, leaving other 
nations on the periphery. 

This paint of view, expressed 


most forcibly by Mr Kari Otto 
P fihi, president of the German 
Bundesbank, would pat Ger- 
many. France, the Benelux 
countries and, possibly, Den- 
mark In the "inner core”. 
Britain, Spain, Greece, Portu- 
gal. Eire and Italy would be an 
the outride. 

Though many argue that 
this arrangement makes a 
great deal of sense, it has been 
attack ed on political grounds 
by the nations which under 
such a system would see them- 
selves as "second class citi- 
zens", excluded from the bene- 
fits of inner-core Emu 
membership. 

• The role of the Ecu. As an 
alternative to the notion of set- 
ting up a European central 
bank is stage two, Britain has 
proposed a European Monetary 
Fund (EMF), whose main task 
would be to administer a new, 
common European currency, 
the hard Ecn. This would differ 
from the existing basket Ecu, 
based on tbe main European 

currencies. 

The UK’s EMF/bard Ecu 
plan would provide Europe 
with experience of using a 
common currency, to parallel 

with existing currencies, prior 
to any decision about moving 
to a single financial unit. 

Britain hag Indicated that tha 

EMF could ultimately evolve 
into the European central bank 
envisaged by the other EC . 


nations. 

Although much of the rest of 
Europe has its doubts about 
the practicality of the hard 
Ecu, some countries, amnng 
them Spain, have appreciated 
the usefulness of the UK pro- 


posals in providing a focal 
point for debate about the 
Speed with which Emu should 
come about. Germany, mean- 
while, has come out strongly 
against the hard Ecu and the 
EMF, though it favours “hard- 
e ning" the existing Ecu to 
encourage the currency’s use, 
perhaps by freezing its compo- 
sitioiL 


Fiscal policy. Some believe 
that the idea of a pan-Euro- 
pean central bank to handle 
monetary policy needs to be 
accompanied by a centralised 
approach throughout Europe 
tow ards ta x treatment and 
intergovernmental transfers. 

One fear is that, without a 
set of arrangements for chan- 
nelling large amounts of gov- 
ernment cash from the richer 
parts of Europe to the poorer 
regions, the single monetary 
bloc could lead to a rapid divi- 
sion. between Europe’s "haves” 
and “have note”. 

Mr David Hale, chief econo- 
mist at Kemper Financial Ser- 
vices in Chicago, says: "I don’t 
think that people in Europe 
have realised the extent of the 
the transfers which might be 
needed under Emu to avoid 


social disruption." 

He adds that once Emu has 
taken place, parts of countries 
such as Greece and Spain with 
low incomes could gam from 
this kind of arrangement. It 
could be modelled on the sys- 
tem in flanmia , imdar which 
the relatively poor province of 
Newfoundland receives large 
payments from central govern- 
ment funds. 

Some see a cooling in enthu- 
siasm for the concept of Emu, 
partly a result of the economic 
slowdown that -has affected 
Britain, France and Italy in 
particular over the past year. 
There is also mare of a mood of 
caution - sparked hugely by 
the problems which have 
emerged this year in bringing 
together eastern and western 
Germany — about moving too 
quickly to an ecrthfihric mrinin 
fear the continent as a whole. 

However, Mr Wolfgang Rein- 
icke, a political economist at 
the Brookings Institution in 
Washington, says that the pace 
Of European fotogwitlnn at a 
business level wffl posh the 
discussion about economic 
union and make this virtually 
unavoidable. 

“Europe has almost reached 
the point of no return fin mov- 
ing towards Emn]," he says. 
But the way this is achieved 
foay be less clear-cut than dmv 
P ie initially 




The DMark has lost ground 
dr amatically , mainly against 
the dollar but also against a 
number of European curren- 
cies, as fears gripped markets 
about the possibly negative 
consequences for the global 
economy of Gorman unity. 

The D-Mark’s fell from grace 
may lead to a slackening, at 
least for the time being, in the 
way the ERM reinforces anti- 
inflationary . characteristics 
aspects among the other coun- 
tries. - - 

But the monetary authorities 
in France and Britain have had 
good cause to smile, on the 
grounds that the weakness in 
the curr ency has given them 
for more scope within the sys- 
tem to cut Interest rates and so 
restore growth. 

One problem for many of the 
ERM nations in recent months 
has concerned the Spanish 
peseta, the strongest currency 
In the grid. The attraction to 
international inv es to rs erf the 
currency has correspondingly 
weakened demand for some of 
the other currencies, and ban 
made life particularly diffic ult 
for the monetary authorities in 
.France - whose franc is the 
weakest currency in the sys- 
tem. 

Could the ERM act as a fore- 
runner to a grand world sys- 
tem of linked exchange rates? 

A world exchange rate sys- 
tem, connecting the main 
European currencies with the 
yen and the dollar, would fol- 
low from the increased 
co-operation on an economic 
and monetary level among the 
world’s main industrial powers 
since tbe 1970s. It would also 
underline the degree to which 
the world economy is becom- 
ing Incre asin gly integrated as 
a result of the way that large 
business operations plan their 
operations. 
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Analysts feel the worst of the slump is over 

Dollar sent on a 
rollercoaster ride 



Rates of return 


SAVED from falling too low by 
the world's central hanks in 
February, only to be stopped 
from rising too high by the 
same central hanfeg four weeks 
later, the dollar has been on a 
giddy rollercoaster ride over 
the past few months. 

• On February 11 , the dollar 
hit a new all-time low a gains t 
the D-Mark or DML44. Seven 
weeks later it was up at 
DM1.70, its highest level for 
eight months. It has hovered 
there ever since. 

In that short hurst - the 
strongest movement in the dol- 
lar since 1985 - foreign inves- 
tors bought the dollar for a 
whole host of reasons. 

Financial markets expect the 
US economy to pull out of 
recession by mid-year. In spite 
of rising unemployment and 
poor corporate profits, most 
analysts feel that the worst of 
the slump is over, that con- 
sumer confidence win rebound 
quickly after victory in the 
Gulf war, and that recotary Is 
(ground the comer. 

This helped persuade over- 
seas investors that dollar 
assets were a good buy. Not 
only were they cheap, because 
of low US Interest rates, but 
big gains in US equity prices 
attracted a lot of new foreign 
money Into the country. 

Concern about political and 
economic chaos in the Soviet 
Union and its former satellites, 
and the effect this has on Euro- 
pean economic interests in the 
region also favoured the dollar . 

In Germany, the tensions of 
reunification - apparent in 
open discord between govern- 
ment and Bundesbank, and in 
unrest among east Germans - 
.. turned international investors 
away from the D-Mark towards 
the dollar. 

Interest rate differentials, 
which have worked against the 
dollar for almost a year, are 
beginning to swing the other 
way. The rapid cuts in US 
interest rates, engineered by a 
Federal Reserve anxious to 
bring the economy out of its 
dive as quickly as possible, 
appear to have run their 
course. 

The spectre of inflation con- 
tinues to hover over the US 
economy, and with the Fed 
divided over the wisdom of fur- 
ther rate cuts, analysts expect 
US borrowing costs to remain 
steady over the medium-term. 

At the same time, the con- 
sensus among analysts is that 
as economic growth in Ger- 
many and Japan slows, inter- 
, • est rates in those two countries 
1 will come down, or at least go 
no higher. This would narrow 
the differential between rates 
on US and European/Japanese 
assets, making US assets and 
dollars more attractive. Infla- 
tion patterns should also work 


in the dollar’s favour, with 
medium-term trends pointing 
to lower US and higher Ger- 
man and Japanese inflation. 
Real yield differentials, there- 
fore, would also narrow. 

Then there is the iss ue of 
purchasing power putty (EVP) 
and whether the dollar is a 
cheap currency. 

There is a rare unanimity 
among currency analysts on 
the d ollar’s PPP. The theory of 
PPP is that the same basket of 
goods in two different coun- 
tries should have the same rel- 
ative value, whichever cur- 
rency is used to price the 
basket. Based upon current 
valuations, the dollar looks 
cheap in terms of Its PPP. 
Although estimates differ, 
most analysts believe the true 
value of the dollar is close to 
DM2 and Y200, the rate which 
would make a basket of goods 
in the US cost the same as in 
Germany and Japan. This 
means the dollar has room to 
appreciate another 20 per cent 
against the D-Mark, and nearly 
50 per cent against the Yen, 
before it is correctly valued. 

The positive scenario for the 
dollar is, of coarse, no guaran- 
tee that the currency will per- 
form according to analysts’ 
predictions. 

The US economy could take 
far longer to come oat of reces- 
sion, with employment and 
personal income growth - two 
key determinants of economic 


growth - likely to remain 
weak. US Interest rates, there- 
fore, might have to come down 
several more times for both 
economic and political reasons 
(1992 is presidential election 
year) while inflation concerns 
take a back seat 

Interest rates abroad may 
also rise. Both Germany and 
Japan are sensitive to the infla- 
tionary threat and any sign of 
price pressures could lead to 
tighter monetary policy. 

Disagreement among the 
Group of Seven nations over 
OTfhttTip> rate policy could also 
damage the dollar. Although 
central bank intervention to 
aid the currency when it 
dropped to DML44 in February 
was relatively successful, sub- 
sequent attempts to stall its 
rise around the DM.165 level 
proved less effective. 

Mr Joe Petri, managing 
director of government securi- 
ties and foreign exchange at 
Merrill Lynch in New York, 
explains why: “The market 
was not so sure that the US 
authorities were as uncomfort- 
able with the dollar’s rise as 
the European central banks.” 

The insnnri»n»P of the US 
monetary authorities in late 
March when the dollar was 
roaring ahead made it clear 
that this was not an entirely 
unwelcome development. 
Although an appreciating dol- 
lar makes TO goods less com- 
petitive abroad - and this 



Consumer price inflation 



matters to those who expect 
export growth to lead the econ- 
omy out of recession - It also 
keeps a lid on inflation, by 
making Imported goods 
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Similarly, the central hanks 
of Europe and Japan can 
hardly have been overjoyed at 
the prospect of a stronger dol- 
lar, because of the negative 
inflationary Implications for 
their own economies. Germany 
in particular is keen to prevent 
imported inflation from adding 
to an already worrying upward 
trend in domestic prices. 

The stronger dollar does, 
however, allow room for lower 
European interest rates. Mr 
John Major, the UK prime min- 
ister, must have privately wel- 
comed the opportunity the 
hi gher dollar gave him to cut 
credit costs In the UK without 
worrying too much about the 
consequences for domestic 
inflation and sterling. 

There has been one politi- 
cally embarrassing by-product 
Mine recent rise in the dollar, 
the fuss over the $51bn pledged 
by friendly foreign powers to 
the US to help cover the cost of 
the Gulf war. Germany has 
already said it would pay more 
Deutschemarks than it origi- 
nally promised to make up for 
the D-Mark'a depreciation 
against the dollar. Japan, how- 
ever, has so for refused to pay 
any more than the initial 
pledge of SSbn, to the fury erf 
Americans everywhere. 

Patrick Harverson, 
New York 
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Seth Sulkin explains why the yen has yet to displace the dollar 

Currency in search of a role 


THE steady fall of the yen over 
the last three years seems to 
have come to an end, but in 
spite of generally favourable 
market conditions, there does 
not seem to be much hope for a 
rapid turnaround in the near 
future. 

One of the biggest negative 
factors affiseting the yen rate 
over recent years has been the 
outflow of Japanese capital, 
requiring Japanese investors to 
sell yen in order to obtain dol- 
lars and other currencies to 
make foreign investments. 

But the situation changed in 
1990 as total Japanese indirect, 
or securities, investment 
abroad plunged to $39.45bn, 
down from $113.67 bn in 1989. 
More significantly, Japanese 
investors were huge net sellers 

Japanese investment 
overseas 
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of US securities - to the tune 
of more than $l6bn in 1990 - 
and more modest net se llers in 
west Germany and Australia. 
The only country where Japan 
made substantial net pur- 
chases was Luxembourg, and 
these were thought to be 
mostly Euro-yen paper. 

Excluding the Luxembourg 
investments, Japanese foreign 
securities investment only 
totalled about $7bn In 1990 - 
little more than one-tenth of 
the 1989 figure- This was offset 
by a slight increase in Japa- 
nese direct foreign investment 
to about S46bn in 1990, up from 
$44 bn in 1989. but quarterly 


statistics show a steady decline 
throughout last year. 

This change in the amount 
and nature of Japanese invest- 
ment has led Nomura Research 
Institute economist Mr Richard 
Koo to say “the worst reason 
for yen weakness is gone”. 

Given the absence of heavy 
yen-selling pressure and the 
continued growth of the Japa- 
nese economy, “the biggest 
mystery is why the yen is still 
weak”, Mr Koo says. 

With most Japanese 
securities investment made 
yen and a substantial portion 
of the funds in other curren- 
cies raised outride Japan, it is 
surprising that the yen has not 
beuefittea in foreign exchange 
markets, he says. 

At a current rate of Y135 to 
the dollar, the yen is in the 
middle of its three-year range. 
According to the Bank of 
Tokyo, the yen-dollar average 
was Y 128.13 in 1988, Y127.98 in 
1989 and Yl44£l in 1990. 

The yen was fairly stable for 
most of 1990 until Iraq's inva- 
sion of Kuwait, when surpris- 
ingly, it strengthened against 
the dollar. Since the end of 
hostilities, the dollar has risen, 
which market players attribute 
to the quick and decisive con- 
clusion to the US-led war. The 
power shown by the US and 
the perceived indecisiveness of 
Japan and Germany, which 
have the two most significant 
currencies after the dollar, 
highlighted prospects for eco- 
nomic recovery in the US and 
increased confidence in the 
dollar. 

However, some economists 
say US recovery is by no 
means certain and the Japa- 
nese economy generally looks 
much healthier. Farther signs 
of a US recession and sternly 
Japanese growth could lift the 
yen somewhat, but few look for 
a big move. The yen’s range of 
Y135 to Y140 in recent weeks 
represents an equilibrium 
level, many say. 

While a combination of fac- 
tors may have benefitted the 
Japanese authorities’ Interests 
in halting the slide in the yen. 
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Tokyo’s desires to increase its 
currency’s international r&le 
have not made much progress. 

Although the ministry of 
finance and Bank of Japan con- 
tinue to liberalise financial 
markets wwd the dollar’s inter- 
national rOle remains on the 
decline, there has been little 
interest around the world in 
picking the yen as a replace- 
ment. Japan's yen-dominated 
exports rose in 1990, but com- 
ing after a decline in 1989, the 
trend has been mixed. 

Bank of Tokyo director Mr 
KftiWdii TTrwida says the mini- 
mal international interest In 
tiie yen stems from the lack of 
a visible, consistent policy by 
the Japanese government to 
promote the yen. Yen holdings 
are not alLta c live to interna- 
tional Investors and official 
authorities because of the lack 
of a liquid short-term money 
market in Japan, he says. 

“Tim absence of a yen TB 
(treasury MID market is a real 
impediment”, Mr Honda says. 
“TBs are like air and water: 
without a base, arbitrage trans- 


actions are not as liquid as 
desired.” 

While the US Treasury has a 
deliberate policy of fostering 
liquidity in its debt markets, 
Japan's authorities are hesi- 
tant to issue government secu- 
rities without a specific Bind- 
ing need. The fmamy ministry 
finally relented last year and 
issued treasury bills for liquid- 
ity purposes, but Mr Honda 
says conflicts of interest 
throughout the bureaucracy 
prohibits an overall consensus 
on the Importance of promo- 
ting a short-term yen money 
market While the US Treasury 
has weekly bill auctions, 
Japan’s finance ministry stiff 
prefers to issue what it calls 
financing bills only when the 
need arises. 

A committee of government 
and private-sector experts 
attached to the official Eco- 
nomic Planning Agency has 
been studying liberalisation 
and internationalisation of 
finance, but the EPA is 
thought to lack the influence 
needed to settle disputes 
between the Bank of Japan and 
the finance ministry. Conflicts 
of interest among various 
finance ministry bureaux, such 
as international finance bud- 
get, finance and tax, have also 
made it more difficult to 
develop a larger money market 
In Japan. 

The unattractiveness of the 
yen as an instrument of inter- 
national trade is shown by the 
almost negligible amount of 
yen-dominated trade by third 
parties. The yen’s share of 
world trade inched up to 4^ 
per cent in 1989, from 42 per 
cent in 1988, according to the 
Bank of Tokyo. 

Over the next few months, 
tiie yen may be buffeted by 
domestic developments in 
Japan. Prime minister Mr 
Toshiki Haifa’s term as presi- 
dent of ruling Liberal Demo- 
cratic party ends in October, 
and the expected pniMrei man- 
oeuvring could create uncer- 
tainty, although analysts see 
the impact of this as being 
short-lived. 
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Hit by costs of unity 


BUOYED throughout last year 
by the psychological and inter- 
est rate effects of German uni- 
fication, the D-Mark sud- 
denly started to wobble. 

It is now over a year ago 
that domestic bond yields 
climbed nearly 2 per omit (to 
tha b oer ftgnt mark for ten- 
year papa:), as investors, pri- 
marily those abroad, sold 
heavily in anticipation of the 
vast, but then quite unknown, 
cost of unification. The equity 
market suffered later in the 
year, as eastern euphoria 
malted into sober assessments 
of how distant the benefits and 
how immediate the costs 
would be. 

During ihgt time, the fnrotg n 
exchange markets chose to 
ignore such concerns, both as 
regards east Germany and with 
respect to events farther east, 
including in the Soviet Union 
— the l etter typically having a 
strong, if primarily psychologi- 
cal, effect an the currency’s 
fortunes. 

Since February, when the 
dollar touched a low of just 
under DML45, has been a 

rapid — some would say exag- 
gerated - reversal in the rela- 
tive assessment of the eco- 
nomic prospects of the US 
Germany on the foreign 

grrfiangPB 

While the end of the Gulf 
war toned up US consumer 
confidence markedly, other 
more concrete factors. Includ- 
ing a pronounced narrowing of 
the trade deficit, have bol- 
stered the Hollar 

Meanwhile the D-Mark's soft- 
ness - which must not, given 
most estimates of purchasing 
power parity between the two 
currencies at over DM2 to the 
dollar, be exaggerated - 
appears to be more than the 
mirror image of the dollar’s 
current strength. The D-Mark 
has weakened considerably 
within the EMS since earlier in 
the year, when talk was of 
realignment strains because of 
its buoyancy. It has also 
slipped noti ceably against the 
yen. 

What has happened is delin- 
eated on one Level in the politi- 
cal hea dlines, as the “unity 
chancellor", discredited by his 
reversal of policy on taxes, is 
now charged with having seri- 
ously underestimated the 
scope of tte task of bringing 
east Germany to its feet 

Returning to *ha new Tindw 


at the beginning of April for 
tbs first time since the federal 
elections in December. Mr Hel- 
mut Kohl was bombarded not 
with cheers but with eggs for 
his inability to bring last year's 
fulsome promises time. In spite 
of transfers of around DMIOObn 
from west to east this year,- 
sharply rising unemployment 

and falling Irving standards 

provoke social unrest, and the 
point at which the east Ger- 
man economy is expected to 
torn the corner, if anything, 
recedes. 

For the Bundesbank, unifica- 
tion has represented a contin- 
ual struggle to emerge with its 
prized political independence 
untarnished. At present it is 
not winning the battle as com- 
fortably as it (or foreign 



PfttiU battle to preserve 
Bundesbank independence 

D-Mark investors) would like. 
From the point at which the 
Bonn government imposed the 
terms of currency union with 
tiie east — in the highly gener- 
ous conversion recently 
dubbed “a disaster” by Bundes- 
bank president Mr Karl Otto 
FflhI - the central bank has 
had to fight hard to preserve 
its formidable reputation. 

Most recently, the tussle 
between Frankfort and Bonn 
over the composition of the 

prat- rnifficati nn B nwdiwhant — 

which must be resolved by 
October - has left markets 
wondering whether Mr Pdhl's 
keeness to win political accep- 
tance of a slimmed down poli- 
cy-making council, with con- 
siderably less power to the 
Lander, may not create indi- 
rect strains on current policy- 
making. - - - 

More obviously, the levers of 
monetary control are far more 
difficult to operate in the 
enlarged Germany. Inflation, 
still only 2^ per cent in March, 


is set to increase, partly as a 
result of the hefty tax sur- 
charge coming Into effect from 
July. Moreover, the current 
wage round is proving more 
acrimonious than expected - 
not helped by the Imminent 
tax Increases - with average 
sett l e me nts likely to be in the 7 . 
per cent range, representing 
almost a doubling of unit 
labour costs compared with 
last year. A weaker currency 
would also have an additional 
inflationary effect, although it 
is too early for the increased 
costs to have fed through in 
the monthly price numbers. 

Another factor affecting the 
foreign exchange market’s per- 
ception of the D-Mark Is the 
sjeed with which the pan-Ger- 
man economy has slipped into 
current account deficit fin Jan- 
uary and February) after years 
of west German surpluses dat- 
ing bade to the early 1980s. The 
demand surge prompted by 
unification has sucked in 
imports, while many of Ger- 
many’s traditional exporters 
have found major overseas 
.markets weak or recession- 
hound. 

The current account surplus 
(DMl04bn in 1989 and DM71bn 
last year for west Germany) 
may be in deficit in 1991 across 
the united country. While tins 
reallocation of capital from 
abroad to the domestic market 
is precisely what is required to 
effect the task in band, the 
spectre of a current account 
deficit tends to spook currency 

wiarirMg 

Finally, the record public 
sector bor r owin g requirement 

- officially DM150bn this year 

- is taken as a further symp- 
tom of the economy's changed 
nature. Even with the tax 
increases, some investors fear 
that official targets could be 
exceeded, and the Bonn gov- 
ernment is besieged by criti- 
cism, from its central bank as 
well as elsewhere, over its 
inwhiHty to cut public expendi- 
ture in the west 

Economists suggest one rea- 
son why the Bundesbank, hav- 
ing nudged official rates up by 
half a percentage point at the 
beginning of this year, las so 
far resisted responding to the 
D-Mark's slippage by a further 
tightening. As the risk pre- 
mium of holding D-Marks is 
seen to increase, the authori- 
ties can fell into the trap of 
initiating a defensive move 
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that merely keeps the D-Mark 
constant - with a much hef- 
tier move being necessary to 
restore a previous rate. Unlike 
in February, where the indus- 
trialised nations were prepared 
to intervene in support of the 
dollar, there is no such consen- 
sus for the reverse action. 

One by-product of Germany’s 
domestic problems has been a 
reduction in the influence of 
the D-Mark within the EMS. At 
the turn of the year, the 
strength of tiie currency was 
causing tension within the sys- 
tem, and the rate rise at the 
beginning of February 
unleashed a storm of interna- 
tional protest at what was seen 
to be an unneighbourly move 
given the opposite trend to 
lower Interest rates elsewhere. 

In spite of that move, how- 
ever, countries including Spain 
and Britain have been able to 
continue lowering their official 
rates as the D-mark has slipped 
for reasons other than those 
connected with pure interest 
rate differentials, if Germany 
sees that as undesirable, its 
neighbours on the whole do 
not 

In sum, the foreign 
exchange's preoccupation with 
the mounting burdens of unifi- 
cation - ignoring both the 
continued strong growth in the 
western part of the economy 
and the undiminished 

long-term prospects - are no 
more logical than last year's 
gravity defying optimism. The 
mood can swing as quickly 

a gain 

Katharine Campbell, 

Frankfurt 
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. . . AT A REALISTIC COST 


Cogootec is the perfect tool for any 
bard-pressed Financial Director or 
Corporate Treasurer, whose job it is 
to manage their company’s money. 

With real-time 
information from more 
than 30 different sources, 

Cogootec gives you a 
complete picture of the 
foreign exchange and money 
markets, at precisely the 
moment you need it. 

Real-time prices for 
over 30 world currencies. 

Interest rates. Comparative 
spot and forward rates from 
the major domestic and 
international banks. Trend 
and graphical analysis. 

All put into easy-to-use pages 



COMPARE THE 
LATEST SPOT RATES 



MONITOR THE 
LATEST TRENDS 


that you can view ins candy on a desk- 
top PC or videotex terminal. And all 
for less than £10 per day. 

Cognocec also offers commen- 
taries, news flashes, calendars 
of important economic 
indicators, commodities and 
futures prices. 

And it includes a sophis- 
ticated calculation suite that 
helps you analyse spot, forward 
and broken dare rates from 
multiple sources. 

So if you'd benefit from 
a low cost, real-time, easy-to- 
use information system — take 
a look ax Cognocec. 

Cali us on 071-702 1320 
for further information or to arrange 
a demonstration. 


CPCNOTEC 

Europe House, World Trade Centre, 

East Southfield, London El 9AA 
Telephone 07 1 702 1320 
Facsimile 071 702 1565 
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Sterling has rarely seemed in danger of breaking its bands 
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STERLING'S years of living 
dangerously are over. Once the 
most volatile of international’ 
ly-traded currencies, the gov* 
erament finally padlocked it to 
the exchange rate mechanism 
of the European Monetary Sys- 
tem in October last year. To 
allow for its propensity to 
respond to the tiniest of domes- 
tic and international changes, 
the government gave sterling a 
long flhain 

Apart from the peseta, it is 
the only currency in the sys- 
tem allowed to move 6 per coot 
up and down either side of a 
central rate. Sterling's central 
rate was set at DMIL95 against 
the German currency, and over 
the ia«* eight months it has 
rarely seemed in serious dan* 
ger of popping out of its bands. 

That in itself sums up ster- 
ling’s initial success in the 
ERM. It has been a perfor- 
mance which the monetary 
authorities have professed 
themselves generally ■’comfort- 
able” with. 

It has, up to now, been a far 
cry from the economic conse- 
quences of joining sketched 
out by Sir Alan Walters, once 
Mrs Thatcher's personal eco- 
nomic adviser. In his book 
Sterling in Danger, he makes 
the point that pegging the 
exchange rate would force 
Britain “slavishly to follow 
that of the major monetary 
power, whether the US or Ger- 
many”. But what has become 
known as the “Walter’s cri- 
tique" has been largely dis- 
counted. 

This was essentially that 
sterling, backed as it then was 
by 15 per cent base rates, 
would zoom to the top of the 
currency grid as the peseta did. 
Then the authorities would 
have to restrain it from apprec- 
iating beyond agreed limits 
with case rate cuts, thereby 



Major; as chancellor, took 
UK into ERM 


Walters; crftfque has been 
largely tfisoountod 


nnipflfihing another demand 

boom and inflation. 

Only last month has the 
pound’s appreciation - it rose 
to second place in the ERM - 
prompted speculation of rate 
cuts to restrain ita farther rise, 
with reunification worries 
weakening the D-Mark. Bnt 
central bank intervention 
seems more likely to result 
from an overstrung pound. 

Such a satisfactory position 
was difficult to foresee back in 
October last year. 

The monetary conditions at 
the time of 1990 entry were 
regarded as Inappropriate - a 
fact which renders consider- 
able the achievement of Mr 
John Major, then chancellor, to 
foist the move on a recalcitrant 
Mrs Thatcher. 

Just before Mrs Thatcher 
was persuaded to agree in 
October, the all-items index of 
retail prices was rising at an 
annual rate of 104 per cent 
Interest rates had been at 15 
per cent for a year. The infla- 
tion conditions in particular 
invited widespread accusations 
that the ERM move was politi- 
cal an ginporfng of tha econo my 
at the worst possible time. 

The Bank said file Govem- 
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ment’s “dilemma" was that 
while monetary growth, output 
and real demand were falling, 
putting huge pressure on com- 
panies’ trading margins, wage 
settlements and inflation were 
s till rising. 
opt cut 

But Mr Major’s gamble paid 
off. The Bank later acknowl- 
edged that joining would rein- 
force the Government’s anti-in- 
flationary strategy, as 
companies could no longer 
expect a lower gwhang* rate 
to validate their failure to con- 
tain costs. 

As it h*« tumari out, infla- 
tion was on the way down as 
Mr M ajor hart wurinfaiiiiaij and 
the UK heading for a recession 
as doeo as the one in 1980-1961. 
With hindsight, the much-crit- 
icised. base rate cot that accom- 
panied the move was more 
than justified by the speed 
with which the UK went into 
recession. 

Equally satisfying was the 
fact that the only ifarf* sterling 
has come very dose to touch- 
ing has been the lower one, in 
December last year - the 
opposite of what Sir Alan 
argued would happen. The 
markets have provided both a 
floor and a cap for sterling, 
keeping it trading comfortably 
within its rrm~ hands. So com- 
fortably, in fact, that rumours 
started riwiiating just before 
the March Budget that the gov- 
ernment Was going to tighten 
to the 2 K per cent narrow 

hands 

Since entry, sterling has 
steadily appreciated - even 
edging dose to the DM3 level 
- against a background of 
domestic recession. Unemploy- 
ment is rising by about 70- 
80,000 a month, while the cur- 
rent account is averaging 
around Slbn a month as 
imports respond to weak 
domestic demand. 


to reflection of falling eco- 
nomic activity, Interest rates 
have been cut four times, by 
just half a percentage point 
each time. They are now at 12 
per emit and are expected to 
fall further by June. 

This has not undermined 
sterling , however the D-Mark 
has been weakened by the per- 
ceived “disastrous" conse- 
quences of German reunifica- 
tion; the dollar is bouncing 
back from record lows - pull- 
ing sterling with It - as con- 
sumer confidence has resurged 
at tiie ending of the Gulf war 
and hopes that the recession 
will be as short shallow as 
the Fed as predicted. 

But although sterling is 
strong now, it faces hurdles 
nhufld The government would 
dearly like to reduce interest 
rates farther, to stimulate the 
eoono my and win voters in the 
run-up to the general election. 
As Mr Norman Lamont said in 
his Budget Speech, "interest 
rates remain the essential 
instrument of monetary policy, 
but now the overriding factor 
in setting them is the need to 
meet the UK’s ERM obliga- 
tions". This rn«»am» the Bank 
cannot cut interest rates 
irniwai the move is faQy dis - 
counted in the markets. 

What does the medium term 
then bold? A gener a l election, 
for a. start. If the election is in 
June, the pound will hold an 
election risk - though a Tory 

win ghfipM leflv a it hi gher 

a Labour win or hung parlia- 
ment. 

Goldman Sachs, the US- 
owned investment house, says 
that the Tories retain the credi- 
bflity Of having taVwn 
into thn BUM anH would not be 

Hkely to devalue; a bung par- 
liaznenf s uncertainty would 
depress the pound while a 
Labour government would 
introduce market worries 
about devaluation and spend- 
ing, in spite of the trust 
fruq rfre d by the squish mem- 
bers of Labour's front bench. 

An October election would 
produce much the same result, 

white one loft tin June 1 99 ^ 

would be likely to be held 
against a background of 4 per 
cent Tnflatinn and 10 per cent 
interest rates. 

With either a Tory or Labour 
win, "the sterling/DM 
exchange rate’s most probable 
path is very stable for the next 
six months,” says Goldman 

Sadis 
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Free market currency convertibility Is 
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Martin Wolf on the monetary changes in eastern Europe 
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Introducing the German bank that makes international 
finance plain sailing: WestLB. 
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An experienced wholesale 
bank. WeatLB is your reliable 
partner for international 
finance. 


20 years of experience in Cor- 
pora CO France, the solidity of 
a siate bank and the leading 
role played by WestLS. On this 


sound foundation. WestLB 
successfully combines 
classical products with inno- 
vative solutions, applying 
the right mix of stateot-thoert 
technology and personal 
creativity. That’s why WestLB 
rightfully belongs at the top 
of your shortlist - from 


Corporate Finance and Invest- 
ment Banking to Treasury. 
And with a global network 
stretching from DOsseldorf 
to New York and from Tokyo 
to London, WestLB is 
perfectly positioned to set 

your international finance 
operations on the nght course. 
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Polish zloty shows the way 


CONVERTIBILITY of the 
eastern European currencies 
into foreign currencies goes 
with economic reforms like a 
horse with a carriage: it serves 
little useful purpose in isola- 
tion, but is essential if domes- 
tic reform is to be pulled along. 

As Brigitte Granville 
remarks in h er study of cur- 
rency convertibility in Poland 
between 1957 and 1990, "the 
real objective is not convert- 
ibility per se, but the creation 
of a free environment for eco- 
nomic agents.” 

Arming at cu r re ncy convert- 
ibility while maintaining the 
centrally planned economy 
would be folly. If Leviathan is 
to set prices and quantities, it 
cannot permit its citizens to 

imriormfnp its p iano via the 

arbitrage opportunities of for- 
eign commerce. 

Once the decision to move 
towards a market economy has 
been taken, however, a degree 
of currency convertibility is 
among the first steps, for three 
reasons: 

9 combined with IflwflUimHmi 
of commercial policy, it forces 
the introduction of world 
prices fate the d A mag t ir econ- 
omy and curbs domestic 
monopoly power; 

# it wm help control inflation; 

• it encourages import of for- 
eign capital, technology 

management . 

Of these, the first, which 
demands convertibility on cur- 
rent account, is fanriamprifeil 
For a small economy, 
(although, as the Soviet Union 
has discovered, for larger econ- 
omies too), a rational pattern 
of prices is the prices at which 
it trade. Only when those 
prices are the domestic prices 
will a profit-seeking economy 
specialise efficiently. With 
international com petition 
Imported via enrrent account 


convertibility, domestic 
monopoly power win also be 

llmif 


Currency convertibility, 
again on c u rr ent account, can 
also be an dement in economic 
stabilisation. A fixed exchange 
rate determines the domestic 
nominal prices of internation- 
ally competitive goods at the 
levels set abroad. In this way, 
the exchange rate becomes the 
“anchor” for stabilisation. 

Without alternative anchors, 
particularly domestic mone- 
tary policy, the exchange rate 
is an effective, if sometimes 
brutal, instrument of di Refla- 
tion. But domestic monetary 
policy must follow the lead of 
the exchange rate, which nor- 
mally requires the ehminafion 
of the budget dafirit as welL 

Finally, convertibility, on 
capital as well as current 
account, is an elem ent in facili- 
tating the required import of 
foreign capital and technology. 
Not only must foreigners 
aide to repatriate interest, _ 
its and dividends, all of wl 
relate to the current account of 
tire balance of payments, bnt 


they also need to purchase 
with foreign 


domestic assets 
exchange and in the and con- 
vert it back again when wish- 
ing to repatriate their cajitaL 

Currency convertibility can 
be teicpn far ther, to embrace 
all capital «nd rain m t transac- 
tions for all holders of the cur- 
rency. One argument for such 
freedom is that otherwise there 
will be leakage and fraud. 

Some would argue that free- 
dom on capital account can 
facilitate wA mwi stabilisation 
as welL But for economies as 
distorted and as inflation-prone 
as those of eastern Europe, this 
must be regarded as doubtfoL 
Indeed, in those circumstances 
convertibility on capital 
account can be destabilising. 


Fortunately, the experience of 
the advanced industrial coun- 
tries suggests that freedom on 
capital account is not a neces- 
sary condition for market-led 
economic development. 

That is the view of the gov- 
ernment of Poland, the country 
which has taken reform far- 
thest (apart from the unique 
case of eastern Germany). It 
has not embraced complete 
currency convertibility- But it 
gm u> far in that, direction. 

On January 1 1990, the zloty, 
then subject to hyper-inflation, 
was devalued by 31.6 per oent 
and fixed at 9500 zlotys per US 
dollar, where it tea remained 
ever since. 

Domestic enterprises may 
buy and sell foreign exchange 
freely at that rate for current 
purposes, other than for pay- 
ment of interest, profits and 
dividends. Residents can buy 
foreign «*nfamgw for current 
purposes (but not to purchase 
assets abroad) through offi- 
cially sanctioned foreign 
errhangn c ounte r s . The rate on 
the latter is, in theory, allowed 
to float freely; in practice, the 
authorities have managed to 
keep the two rates close 
together since January 1990. 

Companies with foreign par- 
ticipation are also to enjoy con- 
vertibility on both enrre n t and 
capital account, in order to 


repatriate 100 per-cent of prof- 


its after tax. salaries of foreign 
employees and sums due from 
tiie or liq uidation of the 
company or of equity holdings 
in the company. 

How far do these policies go 
towards meeting the three 
objec ti ves of currency convert- 
ibility? 

As well as eliminating virtu- 
ally all quantitative restric- 
tions on trade and reducing 
tariffs to an average level of 
only 4 per cent, Poland has 


gone a long way towards the 
successful import of global rel- 
ative prices. That success has 
been bolstered by the achieve- 
ment of a trade surplus in con 
vertibte cuirenctes in 1990. . 

Poland has »i«» tmute nrioa- 
ress towards price stabilisa- 
tion, largely because the fixed 
exchange rate has been backed 
by a tightbudget and mone- 
tary poUcy. Nevertheless, infla- 
tion continues to be well above 
rates in P oland 1 ! trading 
partners, partly because the 
exchange rate was initially 
oveixlevalued and partly 
because of the absence of a 
Competitive response from 

From a. monthly peak of 80 
per cent in January 1990, infla- 
tion was brought down to a 
trough of 1.8 per cent in 
August, but has since been 
running at an annual rate of 
around 100 per cent This sets a 
large question mark against 
the success of stabilisation. 

Finally, in spite of the incen- 
tives given for the import of 
private capital and know-how, 
there has so far been little for- 
eign. investment At the end of 
1990, some Si60m had been 
i n vested in the joint ventures 
then in operation. 

Currency convertibility is an 
component of the free 
convertibility of money into 
goods, services and assets that 
is a market economy. The case 
of Poland suggests that 
changes ( * fln be introduced rap- 
idly if the government Is deter- 
mined to move on all fronts. 
But it also suggests that sus- 
taining those changes will be 
difficult, just as reaping the 
fall benefits will take time. 

* CkmoertHnUtu and Exchange 
Rates in Poland: 1957-1990, 
RUA Discussion Papers 33 
(Royal Institute of Interna- 
tional Affairs, London, 1990). 


London, Tokyo and New York dominate in their time slots . 


‘Big three’ battle it out 


A FINANCIAL market which 
never doses, knows no 
national boundaries and is 
beyond the control of govern- 
ments; such is the popular 
image of the foreign exchange 
market. But this is only half 
true. 

It Is also a market where a 
large proportion of the busi- 
ness is divided between three 
large centres, each strivin g to 
expand their share of business 
in the world’s largest market 

London, Tokyo and New 
York together account for two- 
thirds of total foreign exchange 
business. In the 24-hour mar- 
ket these three dominate deal- 
ing in their own eight-hour 
slot 

L o n don is the major centre 
in the European time zone, 
Tokyo in the Aslan and Pacific 
basin and New York in North 
America. Far the big three, it 
is dominance in their own time 
zone which accounts for their 


York. 

“There is no doubt that Lon- 
don still remains the largest 
market for both in ter-bank and 
corporate currency business", 
says Mr Doug McGregor, 
senior manager of corporate 
services at Barclays Bank. 

Accordi ng to Mr McG regor, 
Barclays’ gross turnover in for- 
eign wri i ang p him increased to 
a daily average in the fourth 
quarter of $19bn. compared 
with $16bn at the time of the 
BIS survey. 

This has faifc™ pianp in spite 
of the dollar trading for mneh 


renev trading has also been 
helped by the lifting of the 
remaining foreign exchange 
controls in France, Spain and 
(partly) Italy. 

London’s ability to develop 
in this area has allowed it 
remain the largest foreign 
exchange centre. According to 
Mr Christian Duals of Chemi- 
cal Bank, these cross rates can 
sometimes account for up 50 
per cent of the day's trading, 
which is an important change 
on 1989. 

.This has partly been at the 
expense of other European 


between London, New York 
and Tokyo, although Tokyo 
probably has the edge. 

However, the dollar remains 
the world's most important 
currency and dominates the 
market The doBar/mark rate 
is stall the busiest exchange 
rate, closely followed by dollar) 
yen. Dollar/sterling, dol- 
lar/Swiss franc and yen/mark 
take third, fourth and fifth 


Nevertheless, there is compe- 
tition between the big three 
and it is at its most intense 
when the markets briefly over- 
lap. The ranking of the three is 
one of the hottest conversation 
topics in the market 

The last official s ur v ey was 
conducted in 3989 by the Bank 
for International Settlements. 
It estimated a global net daily 
turnover of $840bn, divided 
between the UK (daily turn- 
over $187bn), US ($329on) and 
Japan (fUStm). The remaining 
$311bn divided between 
another 11 ce n tres, with Swit- 
zerland accounting for $S7bn, 
Singapore $S5bn and Hong 
Kong $49bn, with the others 
lagging behind. 

It is Impossible to be precise 
about what has taken place 
since the 1989 survey, although 
some important trends can be 
identified. 

Foreign exchange managers 
say that since the 1989 survey, 
London has maintained or 
even increased its dominance 
in currency trading. But Tokyo 
has caught np with (and possi- 
bly overtaken) New York as 
the second largest centre and 
appears to be growing at a fas- 
ter rate than London and New 


FOREIGN EXCHANGE ■ 
AND FOREIGN TRADE, 




Country 

Nat turnover 
(monthly total) 

Foreign trade* 

United Kingdom 

3,740 

54.4 

United States 

2JSBO 

101.6 

Japan 

2,300 

61.5 

Switzerland 

1.140 

13.7 ' 

Singapore 

1,100 

AO* 

Hong Kong 

931 

1ZO* 

Australia 

570 

9.7 

Franca 

520 

44v3 

Canada 

300 

254 

Netherlands 

260 

990 


WoMMy pwmwgm tor ant quarter. ‘Expotu and faq» ort> of good*. April HU. 

Sowrow Sana fcr Manratfonaf SMtomanti 


of the time in a steady range 
against the major currencies. 
London, after afl, has built its 
reputation as the largest centre 
in which to trade dollars. 

In spite of tiie relative stabil- 
ity of the dollar, total foreign 
exchange turnover Has not 
fallen. In fact, foreign 
exchange managers say It is 
still increasing. This points to 
the dynamism of the currency 
market In 3989, nearly 90 per 
cent of deals were conducted In 
dollars. 

Foreign exchange traders 
have responded to the relative 
stability of the dollar by devel- 
oping a range of different cur- 
rency rates to deal in, notably 
the D-Mark/yen, D-Mark/Swiss 
franc and D-Maik/sterllng. 
There has also been a growth 
of interest In the Canadian and 
Australian dollars. 

The growth in European cur- 


financial centres. Increasingly, 
European central banks have 

to monitor the movements In 

the London market. Currency 
dealers say some European 
central banks have become 
frustrated at the lack of liquid- 
ity in their own national cen- 
tres. 

Their important interven- 
tions in the currency markets, 
required by membership of the 
European Monetary System, 
are beginning to taka place in 
London. Today, a large part of 
tiie market In French francs, 
Swiss francs, lire and pesetas 
is in London. 

The main exception to this 
seems to be the yen/mark rate, 
which has grown in interest 
and Is probably now -in top five 
most actively traded currency 
rates. This would appear to be 
a truly global market, with 
turnover split fairly evenly 


The importance of dollar/yen 
and the growth of yen/ mark 
has increased Tokyo’s Impor- 
tance. Although Japan's econ- 
omy still has some way to go 
before it overtakes the US, its 
funding of US deficits and 
growth in ex port in g has given 
the Tokyo currency markets a 
tremendous boost 

The next BIS survey is likely 
to confirm New York’s relega- 
tion to third place. As currency 
traders know, New York is 
active during the morning 
while Europe is open, but dur- 
ing the afternoon the market 
quietens, spreads widen and 
rates become more volatile. 

Foreign exchange managers 
believe New York continues to 
grow in size. The problem is 
that the Importance of Japa- 
nese financial institutions is 
allowing Tokyo to grow faster, 
while London benefits from the 
interest in European curren- 
cies. But New York lacks new 
growth areas which will allow 
it to keep up with Tokyo. 

New York's difficulties are 
compounded by weaknesses la 
the US fiHBTiftfai system. Corpo- 
rate and banking customers 
are increasingly paying atten- 
tion to the credit rating of the 
banks they do their foreign 
exchange business with. 

For a large company want- 
ing to hedge its currency expo- 
sure one or two years forward, 
this Is becoming an impor tant 
factor. It does not Just affect 
the New York market Many 
US banks have large foreign 
exchange operations in Lon- 
don, and dealers say there are 


the London market w illing to 
deal in large currency blocks. 


Jim McCallum 
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CHART ANALYSTS 


The trend spotters 


"OLD men In dirty white 
raincoats” was how a famous 
entrepreneur once described 
chart analysts, or so the legend 
goes. 

Exactly what the boffins of 
the fhiBnrfgi markets had done 
to upset this particular finan- 
cier is not known. Bnt they 
had probably used their curi- 
ous art to predict that one of 
his investments wsb on “a 
.« downward trend.” 
u . To those with little familiar- 
ity of chart or farhrringi analy- 
sis, much of it must seem like 
mumbo -jumbo. Strange Hnee 
drawn on charts reveals such 
thing s as "head shoulder” 
formations. They also eta™ to 
do the impossible: tell the 
future course of financial mar- 
kets. 

HOwever, for those with an 
interest in financial markets, 
particularly foreign exchange, 
the growth in influence of tech- 
nical analysis during the last 
five years has been too great to 
Ignore. 

One measure is member- 
ship of the Society of Technical 
Analysts, which with 650 mem- 
bers is the largest chartists’ 
organisation in the world. STA 
\L chairman Mr John Bream says 
that 10 years ago an STA 
"teach-in” would attract 15 to 
20 people. Now it is 80-100. 

The dynamic growth of the 
foreign exchange market dur- 
ing the last decade has led to 
renewed interest in the all-im- 
pqrtant question of what deter- 
mines a particular currency’s 
level. 

Over a period of years, the 
economic fundamentals of a 
country are what counts; for 
example, the declining compet- 
itiveness of American industry 
over the past ten years has led 
to a long-term decline in the 

dollar 

The same has been true for 
sterling over an even greater 
v- tiffw span. 

Econ omis ts have developed a 
theory which attempts to 
determine a currency’s level 
based an economic fundamen- 
tals. 

. c It is called purchasing power 
-'parity (PPP) and calculates a 
: . currency rate on the basis of 
the different inflation levels 
prevailing in the two countries 
concerned. 

PPP is a useful tool for iden- 
tifying trends over a number of 
years. However, It Is of more 
limited use In determining 
where a currency is likely to 
be over a period of days or 
weeks. In fact, some chart ana- 
lysts say that a currency can 


be out of line with its PPP 
value for up to five years. 

Undermining the lm p»irtanro 
Of economic fnnffaTmm+nlc on a 
short-term basis Is the size of 
the currency market With 
more than glSObn changing 
hands each day an the Loudon 
market alone, and the world 
currency market 32 times 
greater than world trade, cur- 
rencies often bear little rela- 
tionship to underlying rihungm 
in the real economy, which 'by 
their very nature move at a far 
slower rate. 

Until the mid-1980s, corpo- 
rate users of the foreign 
exchange market would use 
PPP and other economic 
reports to analyse the market 
and estimate where they were 
likely to move in the future. 
However, the experience was 
not always a happy one. Many 
lost money on the basis of PPP 
predictions. 

For an economist, if the cur- 
rency failed to move In the 
direction predicted, the under- 

The Influence of 
technical analysis 
cannot be ignored 

lying assumptions would have 
to be revised. However, chart 
analysts can con s t a ntly revise 
their opinions. 

It was this experience which 
triggered a greater interest in 
technical anaiy iw*, particularly 
in broking houses which were 
advising the corporates. Few of 
today’s foreign grrhawg a man- 
agers do not have a knowledge 
of the trends which chart ana- 
lysts have identified and the 
important points which have 
to be breached to confirm that 
trend. 

Essentially, chart »waiy «i« is 
a study of the haiawra of buy- 
ers and sellers in a mariw* and 
the sentiment which follows 
from that When a price breaks 
a certain level it is an Indica- 
tion that the balance between 
buyers and sellers has 
rfiangpd- This determines the 
sentiment in the market - 
bullish, bearish or neutral — 
which In turn will influence 
the way news items are per- 
ceived. 

So how do analysts apply 
this to their day-to-day work? 
Mr Mlcluid Feeny of Sumitomo 
Bank explains how he uses 
chart analysis in foreign 
exchange dealing - “The first 
thing I do is run off charts 
showing the movement of dif- 
ferent currencies over the past 


48 hours, week and six months. 
I then look at the charts and 
try to estahllah trends by draw- 
ing lines between troughs and 


it means 
sen satisfied 
set to fall 


“Once you have established 
a trend then you know 
whether a position you are tak- 
ing is going to be with or 
against the trend - which is 
important to be aware at The 
next thing is to look for con- 
sistent levels of support or 
resistance to movement. 

"When a price has stopped 
faiHwg it T nwm there are 
lot of buyers there. If the cur- 
rency succeeds in breaking 
through that sup 
the buyers have 1 
and It may be 
sharply. And 
yon expect it to 
support level." 

Mr Feeny says that these 
fa^hniwii factors account for 
virtually 100 per cent of one 
day’s trading movements. The 
only exception cornea when 
there Is a dramatic news item, 
such as Iraq's invasion of 
Kuwait Over a two week basis, 
movement is still technical; 
after a month, its Importance 
is declining but still the best 
indicator of movement; after 
three months, it is 50 per 
technical and 50 per cent eco- 
nomic ftTTtdawipntala - firor Jn 
months, fundamentals have 
become more important; and 
by one year it is all fundamen- 
tals 

There are also longer-term 
trends which are caused by 

pcntiomlr rhanpw and ran be 

datannfoari by technical analy- 
sis. But as most companies are 
not interested in two or three 
year currency positions, this 

tends to be naiad laaq 

Many traders use a mixture 
of personal judgement and 
tprimiwi) analy s t to determine 
their day-to-day market deci- 
sions. A September 1989 study 
by the Centre for Economic 
Policy Research found that 
some chartists performed 
extremely well compared to a 
range of alternative forecasting 
procedures, but that they typi- 
cally ft>ilwd tO predict turning 
points in the market. 

The use of j udgemen t ainng 
with tpr-Hnirai analysis makes 
this method more of an art 
than a science. This was shown 
up in the CEPR study, in 
which it tantalisingiy revealed 
that (me chartist, who it rallpri 
“ST, had outperformed not 
only the alternative forecasting 
methods but also all the other 
chartists To this day, M’s iden- 
tity remains a mystery. 


LISTEN to Mr Peter Taylor and 
you could be forgiven for 

thinking that W HT Md broken 

out Talents, whose European 
M iff’ll flnd wisrifjting effort he 
heads, "are starting to sur- 
round Reuters”. The official 
outbreak of hostilities comes in 
June, whan an enhancement to 
Talerate’s The Trading Service 
(ITS) will “do Reuters aa 
awful lot of damage", accord- 
ing to Mr Taylor. 

Launched 18 months ago, 
TTS automates the "spade- 
work" In a foreign exchange 
deal and ploughs data down to 
the barfr nfHffp, allowing man- 
agers to monitor costs. R has 
n ot be en a success, however. 

TTS version two will offer 
"the best of everything*, prom- 
ises Mr Taylor. It win need to, 
if It is to convince those such 
as Mr Rob Lowey, senior for- 
eign exchange manager at 

Hongkong & Shanghai Wank in 

London, who were unim- 
pressed by TTS’ debut 

“We installed (TTS) on an 

tn formal Twain winning along- 
side Quotron & Renters' Direct 
Dealing Monitor”, recalls Mr 
Lowey (Quotron rivals Telerate 
as atechnology suppU afli 

The bank's aim was to a 
secondary system to run along- 
side Reutera. But Telerate had 
Incorporated a rem arkable 
Innovation into TTS. Screen- 
based messages between deal- 
ers followed a set format Inter- 
continental pleasantries were a 
thing of tiie past with ITS, as 
dealers could not key in greet- 
ings to colleagues in New York 
— t>m system dictated ihrfr 
words. 

“You need comfort in a fast- 
moving market”, says Mr 
Lowey, and his team did not 
feel comforted by a product 
that took the words out of 
their mouths. Hongkong & 
Shanghai R ank’s London deal- 
ers rejected TTS after a three- 
month trial Telerate, which 
had sunk upwards of Seam into 
developing ITS ana its associ- 
ated telecommunications sup- 
port, were not paid. 

Mr Taylor describes the 
upco ming improvements to 
TTS as “nralti-fonnat trading”. 
What this mawna is that deal- 
ers will break out of the fixed 
format at the Hide of a “con- 
versation button”. The new. as 
yet anonymous product, will 
be promoted by what Mr Tay- 
lor promises will be “incredlhly 
aggressive pricing". Any insti- 
tution installing more tTwn H) 
positions will get TTS at one- 
third less than the price of 
Reuter’s system. 

Mr Taylor defends TTS with 
the observation that 3 per 
of foreign ftrehanga deals lead 
to some error or require fur- 
ther human Intervention 
before thp d ea l mti be com- 
pleted. Erasing the messy 
notes between dealers was sup- 
posed to wipe out these errors 


Derivatives can be useful tools, writes Tracy Corrigan 

Competition helps cut costs 


THE RECENT £150m loss 
sustained by Allied-Lyons 
through its use of derivative 
products in the foreign 
exchange market may have 
detered some companies from 
investigating the benefits of 
such instruments. 

But derivative products can 
be useful tools for both corpo- 
rate treasurers and fund man- 
agers faced with Increasingly 
daunting levels of foreign 
exchange risk. Competition 
among banks for & share of 
this lucrative market has 
fuelled innovation and reduced 
costs. 

The growth of business in 
overseas markets over the last 
decade has forced company 
treasurers to pay greater atten- 
tion to foreign exchange risk. 
Currency risk management is 
no longer relevant only to 
exporters and importers, since 
many companies now have 
overseas operations, and cur- 
rency volatility is no longer 
seen as an adequate excuse for 
tumbling profits. 

Derivative products allow 
companies to fix costs and 
income flows in advance, 
which is particularly valuable 
at a time when recession is bit- 
ing into margins. 

European fund managers 
have generally been slow to get 
involved in derivative prod- 
ucts, often considering such 
instruments to be speculative. 
However, as markets become 
more international they have 
been forced to take more 
account of foreign exchange 
risk, as well as of the potential 
rewards of picking currencies 



Philadelphia Stock Exchange; options in eight currencies 


correctly. 

While many investors 
include such considerations 
when they choose a bond or 
equity market, more sophisti- 
cated investors use derivative 
products to separate the cur- 
rency component from the 
bond or equity market view 
they are taking. For example, a 
fund manager who is bullish 
on the US dollar, but thinks 
the US Treasury market has 
run out of steam, can be in 
overweight in dollars, but 
underweight in dollar bonds. 
The overweight currency posi- 
tion can be achieved by buying 
options. 

There are two main markets 
for hedging foreign currency 
exposure: the forward market, 
where companies buy or sell 
currencies forward and the 
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options market, where the 
holder can buy or sell a cur- 
rency at a set rate. 

Unlike futures contracts, 
options give the purchaser the 
right, rather than the obliga- 
tion to buy or selL This means 
that a treasurer can use an 
option as insurance against 
adverse changes, but leave it to 
expire if such protection 
proves unnecessary. 

The technology surrounding 
straightforward currency 
options - to buy or sell a cur- 
rency at a set rate - has 
become widely understood, and 
such options are now consid- 
ered to be "commodity” prod- 
ucts. for which high premiums 
can no longer be charged. 

In addition to these, new and 
hybrid structures are becoming 
more widely used. 

For example, the “range for- 
ward” is a forward contract 
which allows a company to set 
an upper and lower limit on an 
exchange rate. The structure is 
legally st r u ct u red as a forward 
contract, but is the technical 
equivalent of buying a put and 
funding that position by selling 
a call option. 

The advantage is that it 
allows a company, which 
thinks a currency is set to rise 
but requires some downside 
protection, to keep some of the 
benefit if the currency does 
improve (unlike an ordinary 
forward contract). At the same 
time, banks do not charge an 
upfront premium premium (as 
they do for options). 

A “participating forward” 
combines features of forward 
contracts and option, but again 
there is no upfront premium. 

There is a set floor, as for an 
option, but there is also some 


partic ipatio n in any gains - per- 
haps 50 per cent of the benefit 
is received by the company, 
which the other 50 per cent is 
given up to the bank as, effec- 
tively, the premium. 

A number of banks have also 
bean active in issuing currency 
warrants, which are long-dated 
currency options. These war- 
rants have often been sold to 
retail Investors, but there has 
also been some institutional 
participation too. However, 
such warrants have mostly 
been expensively priced. 

Another type of structure is 
the "average-rate” option, 
which gives holders the right 
to buy or sell an underlying 
market not at the average 
price over the duration of the 
option. 

Unlike the fixed-income mar- 
ket, foreign exchange deriva- 
tives business Is are dominated 
by the vast over-the-counter 
market, where volume is 
impossible to measure. 
(Options to buy or sell an 
underlying market which are 
not listed on an exchange are 
called over-the-counter, or 
OTC, options. They are often 
tailored to suit specific mods 
and are not actively traded.) 

In the US, however, the Phil- 
adelphia Stock Exchange and 
the International Monetary 
Market in Chicago are both 
active in currency de riva t i v e s. 
The Philadelphia exchange 
lists options in eight curren- 
cies, relative to the dollar, the 
most actively traded of which 
is the DMark contract which 
traded 41,000 contrac ts daily on 
average in March. The 
exchange Is currently waiting 
for Securities and Exchange 
Commission approval to list 
D-Markjyen, sterling/yen and 
steriing/D-Mark contracts. 

The IMM lists six foreign 
currency futures contracts, 
and also options on futures. 
The most actively traded con- 
tract is the D-Mark future 
which had an average daily 
volume of nearly 40,000 during 
the first quarter of 199L The 
IMM will soon set a date to 
start trading six cross-rate con- 
tracts, for which it has already 
received approval from the 
Commodities and Futures 
Trading Commission. 

The London International 
Financial Futures Exchange 
suspended all currency con- 
tracts a year ago, blaming 
“minimal activity, mainly due 
to the healthy interbank mar- 
ket” 



Tough taUng: dMrfars *don*l wont to be . 


Developments in dealing technology 

Telerate prepares to do 
battle with Reuters 


sfon to incorporate titepoP 1 ^ 
Lotus 1-2-3 spreadsheet in 
products, Reuters has actaww • 
edged the importance « 
iar PC software. Microsoft s 
Excel spreadsheet now has a 
formal link to the Renter s 
Money 2000 information feed. 

California-based Quotron 
tdso recognises the popularity 
of the PC, JtB FIX Trader row 
on a PC using a large Digital 
Equipment Vax machine as the 
"engine”. Since its launch two 
years ago, FIX Trader has been 
add to 90 banka, with between 
10 and 20 m ore signing on 
every month. 

“Our system late you choose 
between free and fixed format. 
We have had the benefit of 
learning from, others’ mis- 
takes”, says a Quotron spokes- 
woman. 

What the banka have learned 
from recent history is to watch 
costa. Foreign exchange deal- 
ers are expensive, and It helps 
to know which of them is mak- 
ing money. 

Dublin-based software bouse 
inndTn has been selling appli- 
cations to major banks since 
1979. It recently polled 75 cus- 
tomers and sales prospects to 
find out what they wanted 
from foreign exchange technol- 
ogy. 

Ms Rosemary Bowe, a former 
foreign exchange spot dealer 
with tire Rank of Ireland who 
is now Kindte's senior hanking 
consultant, explains that 
almost all of the 75 banks came 
up with “exactly the same 
requirement” - they wanted 
to cost the dealers position by 
position. "The main thing was 
to know each position by the 
ptm! of the day, »»d the profit 
and toss by the dealer”, she 


and save costa. 

Reuters, however, are qui- 
etly confident The company 
has endured years of com- 
plaints about its effective 
monopoly of market data feeds. 
It argues that its pricing policy 
is merely to keep in line with 
inflation firWftg counter that 
Reuters contracts are pricy and 
almost impossible to termi- 
nate. Subscription to Reuters is 
estimated at £14,000 per dealer 
per year. 

Reuters’ attachment to video 
feeds has also been a source of 
criticism. Traditionally, sub- 
scribers to Reuters or Telerate 
bought the service In the form 
of fixed pages of data. The 


arrival of fe eds in the 
1980s deftverad raw data that 
fnhoniiB computers rear- 
range to suit the user’s needs. 
Technically literate dealers 
praise digital technology, but 
there remains a substantial 
d e m a n d for almplp video feeds. 
Prism, a colour video switch 
introduced two years ago by 
Reuters, has sold welL 
Phase 2 of Reuter’s Dealing 
2000, itself an enhancement to 
tite traditional Reuter’s Moni- 
tor Dealing Service, is immi- 
nent. With Phase 2, dealers 
will have dfflt nww ™fahTng - 
inserting an order for a cur- 
rency, amou nt and price. The 
central computer will match. 


bids and select the best deal; 
automatic dealing, but on a 
strictly optional basis and from 
the one information provider 
no dealercan a f ford to be with- 
out. 

A Reuter’s spokesman picks 
choice as a crime, attribute of 
Pealing 2000 - including the 
option to hold familiar conver- 
sations With far rf g w w cha n g o 
sparring partners on the other 
side of the globe. Reuters 
believe that fids is where Td- 
erate ’s offensive foundered. Of 
TTS, the Reuters spokesman 
observes that “dealers wanted 
(bnt) they didn't 
want to become automatons”. 

Like Telerate and its ded~ 


This emphasis on costing is 
hardly surprising. But what 
preoccupies the suppliers is 
now to keep up spending on 
technology when customers 
are prepared to shed valuable 
staff. Kindle’s answer was to 
buy in the Strategy Treasury 
Online Risk Management Sys- 
tem (Storm), a decision support 
system for dealers, from a US 
company. Rrndle d ec i d ed that 
since “we don’t have the 
money or the time to develop 
our own deal capture and pro- 
cessing system”, it made sense 
to buy in a product that had 
proved itself in the market 
Large information providers 
find it difficult to admit that an 
outside program is what the 
customer wants. But the risks 
Involved in following internal 
con victio ns are obvious from 
the TTS fiasco. War produces 
fierce propa ganda , but it also 
causes casualties. 

Michael Dempsey 


CidEX 


CiliFX offers the No,i standard of foreign 
exchange service and dealing in Europe 
UK: (071) 240 8844, Ere (1) 612788, Channel Islands: ($34) 70707 

OtiEX tarjoaa parasta vahnrttakaupan 
paheha E nroo pas sa 

Finland: (0) 17338 225 

CidEXtHbyr dea alter beste service imen 
valafehnidog dealing iEnropa 
Norway Koa) 427880 

f 

CUES vou offirele me£Uettr service pour vos 
optratkms de change ea Europe 

France: (1) 4906 1201, Bdghnn: (2) 762 0938, Geneva: (22) 20 55 40 

CitiFX biedt ecu eersteklas foreign 
exchange dealing eu service aas in Europa 
Netherlands: (20) 237 940 

GtJTX bfetet Dtnen dea Nr. 1 Service im 
Dcviseahandei in Europe 

Germany: (69) 20761, Austria: (431) 72717 214/216, Zurich: (2) 205 71 n 

CitiFX giver 1 . Hasses valuta 
servicexingiEoiopa 
Daunaric (4533) 93 1093 

CitiFX ezbfuder f&rstkksdg standard i 
sin valntahandel och service i Europe 

Sweden: (8) 723 3525 

ChiFX assknra lo standard pra* elevate in Enropa 
nei served di gestione dd rischi dl cambio 
hair (392) 85 42 762 

CitiFX ofrece el mejor savido en. operaciones 
de cambio en Eoropa 
Spain: (1) 429 0018 

CitiFX aferece 0 mdhor servifo de qpexaffies 
de cambio ua Europa 

Portu gal: (1) 546 670 

CitiFX npoo<p6p£i to KcAvtEpo enurcSo 
trovctUoryo^tiioBV jtpMjedw an\ Eupdwtn 

Greece: (l) 3234568 


For FXpertise throughout Europe and beyond, 
ring your Citibank desk. 


CITIBAN<Qi 
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Our Foreign Exchange business is on 
the up and up. 

Last year wc increased transactions for 
corporate customers by almost 70% and 
gained an impressive array of new clients. 

And business is continuing to bloom. 

During the summer we moved into a 
fully integrated and technologically soph- 
isticated dealing room in the Gey with 
over 200 dealing positions. 


So what is the formula for our success? 

We simply provide a comprehensive 
service chat meets all of our customers’ 
needs. 

Take, for example, the case ofHepworth 
PLC. 

Before the start of business one morn- 
ing the company placed an “At Best” order 
with NatWest to buy 725 million Francs 
against Sterling for the acquisition, of a 


French company. 

To Hepworth’s entire satisfaction, we 
completed the deal before 9.00am. 

If you would like to know more about 
our Foreign Exchange Unit, Theo van 
Hensbeigen on 071-920 5254 will be 
pleased to put you in touch with one 
of the team. 

‘ Perhaps we can help your business 
branch out in new directions. 
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